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2000. In contrast, a 10 percent reduction in Social Security benefits 
would increase la tor force pairiticipation only by 64,000,* while at the 
same time placing heavy economic burden on millions cf elderly 
retirees* (KC) , t c 
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In recent months Congress has been bombarded with a gate of 
proposals to solve the financing problems of the Social becunty 
system. The most- controversial proposal was one made by the presi- 
dent on May 12 to drastically reduce early, retirementbejients m order 
to "encourage older workers to remain in the labor force longer. 
The Administration should be applauded fqr its faith in the productive 
capacity of our nation's older citizens and for its recogmtion that 
increasing the number of older workers is a positive goal. But its 
motives must be questioned, especially in light of information which 
shows that cutting Social Security benefits may not have the desired 

Mnparticular, a Labor Department study, which is, being withheld 
by the Administration but released herefor the first time, demonstrates 
that simply cutting benefits will not increase labor force participation 
verv much. What the study does show, however, is that eliminating 
various employment obstacles, such as mandatory retirement and 
Srk disincentives in" pension plans, would do much more to enable 
older workers to remain employed, thereby helping the economy 
and the Social Security system. , , . . 

The Labor Department study, uncensored and fully reproduced in 
the following pages, was originally required by Congress as part ol 
the 1978 ; AmencTments to tne Age Discrimination in Employment 
Act (ADEA) which raised the permissible mandatory retirement 
age to 70 for most non-Fedejal employees As part of that leg* atum. 
Congress mandated the Secretary of Labor to conduct a study to 
determine the impact of this new policy on older and younger workers 
S^mployers; and to determine the probable ™ P act£ab^mg 
mandatory retirement and other remaining forms of age < J™nation 
in the future. The interim results of the study were to be delivered _to 
Congress in January 1981, but for reasons which are evident thiough- 
out the report the study has yet to be officially re eased. , 
- The LaW Department is now seven months late in pleasing its 
interim report. Such a violation of statute is. unacceptable. When an 
S^TC^^Sl national concern as the. impact of alternative 
employment and retirement policies on the future ^noal stotus of 
Social Security, it is imperative that al pertinent formation be 
made available 7 to Congr/ss and the American V^<*k»^& * 
comDlete and open rev ew of available data can the Congress De $ 
e^ted to arn^e at a viable solution. to the ^JSecroy an* 
lareer retirement income problems facing the nation, today. *or 
Season I am releasing tne Labor Department's interim report on 
the EfScS of Raising the Age Limits in the Age Discrimmation in 
Employment Act. 
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OBSTACLES TO CONTINUED WORK 



This report deals with many critical issues pertaining to employment 
and retirement policies in America, but the overall message can be 
summarized as follows: 

Older workers are caught in the jaws of a vise, in which manda- 
tory .retirement policies, work* disincentive* in pension plans 
and pressures to get out of the workforce early exert force in one 
direction, while inflation and threatened retirement benefit 
reductions exert pressure in the ^ther. Removing the obstacles to 
employment would allow many older workers to continue in 
their employment or return to work, while across-the-board 
Social Secuntyjbanefit cuts wmild do very littlfe, aside from in- 
creasing the hardship for millions of retirees. 
At present, 28 million persons— 7 out of every 10 workers between 
the a^es of 40 and 70— are protected by Federal legislation against 
age discrimination in employment. .Nonetheless, these protections 
are inadequate. According to this report: 

• 51 percent of all workers face an employer-imposed mandatory 
retirement age; 

• 42 percent of all workers covered by pensions would receive no 
(or minimal) pension benefit increases for work performed after v< 
age 65 1 , . 

• one-third of all college professors reaching age 65 this year will 
face mandatory retirement on their 65th birthday 

• 20 percent of all top executives, and 85 percent of top executives 
• -nrftirge firms, will be forced tjo retire at age 65; 

• all workers who forfeit Social Security benefits in order to remain V 
employed will never regain those lost benefits because the system , 
is designed to discourage delayed retirement. 

All of these policies are flowed under Present Federal law. The 
net result is a message to millions of older workers that their skills and 
productive abilities are no linger needed— they must retire.' 

As a result of these obstacles, and a variety of early retirement in- 
centives offered by employers, the labor force participation rate of 
older workers^ has declined dramatically over the past '25 years. 
In 1955, 65 percent ,of men age 55 and over were working, but only 
46 percent wer# working by 1980. Among men 65-69 years of age, 57 
percent were employecl in 1955, compared to only 28.5 percent in 
1980. The decline in employment among men 65 and over has ac- 
celerated since 1970 when 27 percent were employed— versus 19.8 
percent in 1980— and , the Labor Department predicts further re- 
ductions m the rate of labor force participation among older males 
unless significant changes are made in employment and retirement 
policies. ^.u 

^ Th ® Labor Department acknowledges the seriousness of the prob- 
lem. The report states: 

There are several reasons for concern about the continuing 
decline in labor force participation by older persons. First, the 
future economic position of an older person may be encRlftgered by 
early labor force withdrawal since longer periods of retirement are 
now anticipated under conditions of sustained inflation; second, „ 
earlier retirements increase the* financial stress on both Social * 




ALTERNATIVE MEANS „» IMWm EMPLOYMENT AMONG OLDER 
, WORKERS 

!n*rf U .V n S ° Cml Se , curi 'y benoflts of ten' percent ncross-tke-board 

» u testes 

marized below: ' A . ne results <> f each policy change are*sum- 

u^^ 0 ^^J eU ^-^^ the mandatory 'retire- 

additional 212,000 warke rt , n^o^Jn^1i?.St i ; n e // 

fl lTv dat 7-w rement ', 4()7 ' 1(X) wo 4*s would contTnue worS 
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Removing Work Disincentives from' Pensions. — A gap in the ADEA 
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these , hen-K an y discontinuance of 

putting Socio/ Benefits.- The third change in retirement 

benefits of th, Soc,a, . + Se , curlt y benefits. Even though a reduction in 
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f tZt e -' et V ment L lecisi0n f 0f oUer'worken, Tie remu3*be 

year WUU A 20 percent reduction in benefits was also analyzed and 
the result was a net loss of older workers. 1 ' 
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These resuks prompted the La^or, Department to conclude that, 
An across-the-board, cut in Social Security benefits should not a priori 
be assumed to stimulate a delay in retirement simply by virtue of consti^ 
tiding a reduction in available retirement income." Thfe reasons for this 
are not clearly spelled out in the report. * . 

But what is"<tfe#r is that older workers face many obstacles to em- 
ployment. Labor Department statistics indicate that once unemployed, 
older workers remain our of the labor; force twice as long as younger 
workers. As a resiilt, many become discouraged and simply drop into 
retirement rather than continue the apparently futile search for a 
job. Furthermore, only 22 percent of early retirees=those retiring 
before age 65^-left the labor force voluntarily, according to Social 
■Security Administration studies. One-half cite ill health as the cause 
of retirement while 20 percent report employmenWelated problems. 

Therefore, simply attempting to compel older individuals to work 
longer by cutting their future Social Security retirement benefits will 
not result ^in a significant increase in their labor force participation 
rates. As can be seen from the following summary} table, eliminating 
mandatory retirement and pension-related work Obstacles would do 
•more to promote employment among each of (he^our older age 
gTOups.(except the 60-61 year olds where the effects are comparable) 
than cutting Social Security benefits by 10 percent. (See Table 1.) 

JABLE 1, CHANGES I N THE PROJECTED SIZE OF THE LABOR FORCE IN THE YEAR 2000 CAUSED BY CUTTI NG SOCIAL 
SECURITY BENEFITS VERSUS ELIMINATING MANDATORY RETIREMENT OR REMOVING EMPLOYMENT OBSTACLES 
IN PENSIONS i 9 



% ' , Retirement pension policy 

v. — ■ 

Social security Eliminate , Remove 
Ace ffroiiD " ' benefits » mandatory pension 

* ' Age * f0Up 10 percent cut retirement obstacles 

" ' T-i ■ = * 

Total 60 t0 70 ; -\ . . 64,000 195,100 67,700 ' 

$ ; W.000 12.200 -18.300 

S2Sn ; 13.000 64.700 15 500 

Total increase in labor force.. ?V 000 +262,800 

! Assume* no change in Dresent law regarding mandatory retirement.' 
( , 1 Assumes elimination of mandatory retirement 

THE BCOX^Mlt AND LABOR* FORCE f IMPACT OF ADDITIO.VAL OLDER 
< ' WORKERS L 

According to a report prepared for the 1981 White House Conference 
on Aging, 1 merely increasing the labor force rates of older men to 1970 
levels (83 percent ahd^ 27 percent* for males aged 55-64 and 65+ 

re i S PS ctl T^ ) ™ uld ' b ^ the y ea r 2005 > increase the GXP by 4 percent, 
add $40 billion m jiew Federal, state and local tax revenues and provide 
an average aimual increase in income to the elderly 6f $500'and to the 
near elderly of $1,050. The working elderly would receive underage ' 
jncrea&e in jncomc of $6,000.. The increase in labor force participation 
would also add $7.5 billion to the Sqcial Security system because of the 
• r 

/iVo?i«!! , ^vTJ^ e \f aton % 0h r istophpr; a " d Duffy, .Martin. The Elderly and the Future 
Economy. Lexington, Ma«s. : Lexington Books, 1981. ^«»urc 



iier\\* payroll tax re\enues ami a reduction in benefit expenditures 
caused by delay ed vetirements. In addition, it would benefit emploverS, , 
many of whom arc already turning to older workers to fill gap's in the labor 
force caused by labor shortage**. Thus, there is substantial evidence 
that increasing the number of older workers woifld, have a positive 
impact on the economy, the Social Security fund and productivity* 
What about the consequences for younger workers of retaining 
more older w orkers in the labor force? This report examities tfcat issue, 
as well as the impact on womeii iind minorities. The conclusion!: 
the effect of laising tFie mandatory Retirement age to 70 was negligible. 
According to the report, 

The estimated additional number of eortiparable^age-65 workers 
are potonital competition for less than one-quarter of one percent 
of all full-time workers ages 16-24; less than one-half of one 
percent of all full-time black w r orkers ages 16-59; and around 
one^tenth of one percent of all full-time female workers ages 
16-59. . * 

Eliminating mandatory retirement would, in fact, increase the 
rights of niinoiities ami women, since members of these groups will 
also grow old. It would indeed be ironic if aftei years of struggling J;o 
gain their employment rights, monorities and women were -to be 
denied Uiese rights by the mere fact that they survive to old age. 

A second concern often laised is that (Tiomotional opportunities for 
\oftngei woikers vx ill be se\eiely strained If older woikers remain on 
the job longer. Again, the findings in the repoi t refute this. According 
to' a study eitrd by the report, a substantial increase (10 peicent) in 
laboi force par tiupation rates, of men o\er 65 w ould «m average delay 
promotions at the burliest lanks b\ one-half \eai, while at the lower 
ranks individual" promotions would be retarded by 5 to 10 weeks. 
These are insignificant effects, especially when weighed against the 
harmful consequences of forced retirement based on age. 

SU\I\T\HY 

e * 

The 'results of more than Xwo and one-half years of study by the 
Labor- Department indicate that removing employment obstacles 
facing ohiei uoikeis will nnreas* labor foice participation Tates and, 
in turn, help iclinaiuc the Social Seeuuty system more compassion- 
ately than sui i pi \ reducing letirement benefits. Recent legislation 
raising the mundaton letiicnicnt age to 70, when combined with the 
futuie elimination of mandatory letuement altogether and the i emo\ al 
of enipUnment disiw cnti\ es m present pension plans, would together 
add nearly one-half milium older w oikers^to- the Uihox- foj (\e_b^i r b_e_ 
year 2000. In contrast, a ten pen ent mluf tion in Sou d Security 
benefit >s would only ineum-e lab<n foue pai tieipation by 64,000, while 
at the same time* placing <i heavy economic burden on millions of 
elderlv retirees. 

The mcssaire of the Luboi Department study is clear: unless ob- 
stacles to employment are~ieiuo\ ed, attempts to encourage older 
workers to.delav their letuement will only add to the frustration 
already felt by the.^e woikers, Thl 1 onh "obstacle" to/unploymeuHhis 
Ailmiiiistiation lia^ <1iosen to eliminate is the Social Security earnings 
test, which may be a hollow gesture. The results of another study 
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funded by the Labor Department, concluded; . . eliminating the 
earnings test will not increase labor supply but will increase the net 
cost to the government of Social Security jtensions." 2 Thus the 
Administration is proposing cutting Social Security benefits and elimi- 
nating the earnings test .as thSAesUvay to increase the work efforts of 
older. Americans and reduce the strain on Social Security. Ironically 
neither proposal will achieve its intended efTect.but both could further 
pdd to the problems of Social Security and Its present and future 
recipients. ' r 

The absence of a coherent employment and retirement policy in this 
country leaves million^of older workers and retirees in a state of 
angry confusion oyer which way to turn. More thnn Half of all retirees * 
surveyed nationally have expressed a desire to be working in some 
capacity and nearly half of all workers expect to work after retire- 
ment J he Labor Department's own figures citeiMn this report indicate < 
that two-thirds of a national sample of workers plan to delay retire- 
ment if the current rate of inflation continues. Despite their desire to 
work and the economic pressures which force them to seek employ- 
ment, older individuals are prevented 'from working by public policies 
that allow mandatory retirement and other disincentives to employ- 
ment. Eliminating these disincentives will benefit all Americans 
Claude Pdpper, Chairman. 

oSS? r ™ e h? "£°?! al Security and the Labor Supply of Older Men " final reDort ( ^niM4 ' 
21-91-78-56) submitted to the U.S. Department of labor, August 1980. UDLMA- 
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EXECUTIVE SUKnArtY 



Introduction ' v • . 

Backgrouna 

The 1978 'Age Discrimination in Employment. Act Amendments 
(Public Law 95-256) required that the Secretary of Labor 
conduct an extensive study pn the consequences of the new 
coverage provisions of the law including: (a) an 
examination of the effects of raising the upper age limit 
under the Act to 70; (b) a determination of the 
feasibility of further extending or eliminating the age-70 * 
limit; and (c) an examination of the effects of the 
exemptions in the law permitting mandatory retirement of 
tenured faculty members at institutions of higher education 
anc' certain business: executives, "iha law requires that- the 
Department of* Labor report study findings to Congress in an 
interim report in 19&1. Also, a final report on the 
stuaies, *including Departmental recommendations, is to be 
submitteo in 1962* \ 

In., response to this requirement, the Department of Labor 
initiated in 1979 an extensive series of studies designed 
to produce information on the current and probaole future 
consequences of the H976 ADEA Amendments. Research 
ffnaings from most of these studies are summarised in this 
interim report. These finaings include information on the 
labor force participation effects of mandatory retirement, 
response of current workers and employers to the increased 
manoatory retirement age, long term projections of the 
consequences of mandatory retirement age alternatives, ana 
the effects of the ADEA exemptions for tenurea faculty ,at 
institutions of higher education ana for executives. Snt, 
interim report presents the most important research 
findings relevant to the major areas of Congressional 
concern: ' the effects of raising the uooer age limit in the 
ADEA to 70; the feasibility of extendin^ % or eliminating the 
upper age limitation; and the effects of the exemptions in 
the law for tenured faculty members and certain business 
executives- *~ k 

In conducting these studies, the Department of Labor was . 
concerned with both the impact of mandatory retirement on 
individuals and the administrative and' financial 
consequences of the ADEA for employers, In -axldition the 
Department recognized that the retirement decision is 
simultaneously influenced by mandatory retirement policies, 
puolic ana private pension policies *ftad personnel 
policies. Study findings examine the consequences of e 
manaatory retirement policies in the context of these other 
major factors influencing retirement behavior. 



ana extending age discrimination- protection without «n* ^ 
upper age limit tojalmost all Federal ei y 

' 3%^a?^oterti^r riSi0nS ^ COn8reSS was concert ji^t 
(1) the SLSlbii J5 „? J ° r ? reaS '° f oonoe ' / n indeed: 

or SjSff conger ttJ&!i&gZ?Z&U» 
from large ac^le retention of ?mploymentX worked after 

Demographic and, fietireme nt Trends- - V, 

< ; — ; — V*Cv » _ 

Two trends which have, developed over the bast twentv-five 
ye ? r \? r ? of major significance in oonsidSJlL 
Act^nonu! 6 ^ 60 ' 3 - f ^ ^crimination in^Koy^nt • . 

S h l0 !! *^ ng and tne decline in labor force - . 

Rarticipation t ,by, older workers. , * 

SSSStn^Sf^f?^*^ d * eno «^P hic assumptions, the 65 and over 
-populations^ increase from 25 million in 15*0 (11% 
2o£S e ?i*°£ ^ to ^> P^ulation) to 32^ million ^ ill Vear 
2000 (13 percent of' the total population). The median ale- 
ot. the population which was 28 in 1970, is now 30 and will 
S^ESui? j w ^\ Contributing tn 'pnpnution Sng io 
' fc « e K^dual increase in life, expectancy at older a«es" 
meaical advanced in the future could result in even greater 
life expectancy leading to higher proportions of oldlr . 
persons In the population.' These trends win result in a 
gradual aging of fte labor force in the year* atead. 

While the overall population conti 
participation by older worker's has 
over the past twenty- five years, 
labor force participation reached * 
in 1980 (28.5 percent of men 65-69 
participants however). Declining 
occurring for men 55.-6** and 45-5* 
force participation by older women 
for many years. 



nues to age, labor 4 force v ■ 
declined significantly 
For*kpn 65 ana over, 
a ne%low of 19.3 percent 

were labor forae 
participation was also 
years of age. Labor 
has been low but .stable 
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availabilit^o? tlTiti 22* *?* in0 ^singly earlier' 
SIn.rff. 1% ?£ S 0i ?f Sfeourit y and private pension , 
benefits and the continuation of mandatory retirement 

S£°ear?y rlltrllL? anS ^ of ' 

tne early retirement trend and substantially lowered the 

It tSif°tr!^ r ^? i ? ati °; ° f ° lder workers" J b lon 
sub-tantil?^ V iU have ^"T consequences^) a- 
substantially increased retirement financial support burden 

* smaller workforce; and (b) fewer oppportuni ties for 
i n iV<^?< S0n3 „ tp remain e "»Pl°ye<i oecauseof 
irograms ^nd i»n- ? arly r f"rement practices, pension 

and mandatory retirement rules. Declining labor 
, ^noL Par < ti ° ipa H 0n b ^ older workers is of considerate 
concern since (lT the economic position of retired oersons 
will be significantly affected with longer periods It - 
retirement ana. continued inflation; (2) early retirement 
increases the financial strain on Social Security and " - 

lotll Lv e ?«n°? P^efT 5 /^ stages of skUled^abor 
could develop in certain industries and, geographical 
. areas; ana- (h) older person's^pref erenceffor part-Ume 
employment are growing but labor demand is not Sufficient 
tn^H»f y r their - M|, ! oy,ent neeQS - Vo» these reasons! the 
■ \f° r reversin 8 the decline in labor force ' 

? e MrpiKh °2 ^ ? ra " in 6 or eliminating the manoatory 
retirement age nave become major public policy issues. 

- Estftaateo Kumoer of E mployees* Within Scone of the ADKA • 

An estimated 73- million workers of all afces are enmlovea bv 
employers having 20 or more employees and are? therefore * 
coverea by the Age Discrimination in Employment Aet The 
♦ exact number of these workers who are in the kl-jt year old 
•VcrS LT" 8 ^ % y- Al - L l * " UL k ""»"- However,- Coor 0 " 

lllrl tf l Sh ° W / ha i ° f the 10lt ' 720 milli ° n Persons 16 
years of age and older who were, in, the civilian labor firce 
in September igoo, 3 9 .percent were 40-70 years of I^e 
nSE 3 ^" 5 th , iS ProPo^ tlon t0 the estimated 73 .million ' 

of ir!il?iin*n^ by ° 0VTSred yields an estimate- 

or 28 million persons covered by the ADEA or 7 out of every 
10 persons agea 40-70^ the civilian labor force. ° l eVery 



II 



Organizatio n of Research Finning 



The Studies undertaken bv thf> n^„f 

information directly relevant to P fh. tment ° f * Labor e™ vi <* e 
specified in the Ag e Discriminl?* ■ research requirements 
Amendments of I97&? The tfind?™* 0 " Xn Em P lo y"ent Act 

y bindings are organized as follows: 

ReuSent PUns'Ina^l^^S 6 " 13 ° n ^ 
Pension Policiel E ^oyer Personnel and 



Part 1.4 



Part II, 
Part in. 

Part IV. 



Part \ 
Part VI. 



Effects of Mandatory Retirement on younger HorKera 
Ollllr Eff6CtS ° f *"-tory Retirement PoHcy 

' JBttoS E : 6CUtiVe 1" the 

' 1978 e % t DEA 0f A^ n aL e „?s ed FaCUUy ExeEption »■ ^e 

Force Part^-ipat^n'by^de'r'wo'r^rs ^ 0n ^ 
Response by Older Workers T n S „ ' Estlm ates of 
Retirement Age worKers tj> Chan S e in the Mandatory 
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PART I. 

EFFECTS OF THE 197b ADEA AMENDMENTS ON EMPLOYEE' 7 
RETIREMENT PLANS AND EMPLOYER PERSONNEL AND 
PENSION POLICIES 

The study has examined nine major areas through conducting 
major national surveys of employees,* employers and pension plan 
sponsors: \ 

What factors influence an employee's planned age of 
retirement? 

How <Jo employees' retirement plans change when an age-65 
retirement policy is extended to age 70 or lifted 
altogether? 0 

How accurate Is employee knowledge about their own firm's 
retirement policies, the federal ADEA Amendments, and 
(where applicable) state mandatory retirement laws? 

H6w have firms modified th^ir mandatory retirement policies 
in response to the ADEA Amendments? * 

Why are mandatory retirement policies important to firms? 

What was the pre-Amendment pattern of retirement behavior? 
And what retirement incentives were offered at the time ol 
the survey? 

How have firms modified their benefit, personnel, and other 
retirement policies in response to the ADEA Amendments? 
What modifications are contemplated in the future? 

Do firms believe that employees will delay their retirement 
plans because of the ADEA Amendments? And what, if any, 
policies will firms change to counteract this trend? 

What do employers believe the impact would be, should a 
large number of older workers postpone retirement to age 
70? And what! if any, policies firms would change in that 
event? . • „ * u 

The Short-Run Impact of the ADEA Amendments 

In assessing the impact of the ADEA Amendments, it is useful to 
separate the short-run and long-run effects. In the' short run, 
the Amendments had their most direct infract on the behavior of 
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f i rms — 
much smal 
run, thi 



particularly firms* mandatory retirement policies- 
aller impact on the plans of employees. In the lo, 
is balance may be reversed. 



and 
long 



We estimate that in the mid-1970»s ahrmt An t>~~~~ 

»urvey ed had faced some mandatory retirement He L4*f i Tr £2£ 

rIcldV»a„^ 

of the sample faced JfiEtig} Z^?^"^*™"" 
'Fifty-three percent of eniDlovee-* wmnurt «.u~ 

a higher one. while ^la^iuoiv uviy retirement age to 

•r.tlr.LSJ'pilfSiSrSlS'^g cSn P s°Jous cn'oice! 31 ^ 

reSIn^ 3 ^'*»« £ «aKi . S? ^^ou^r 
« tlL ^f i "° re wldes P read "Se of performance evaluations as 

It was also anticipated that firms would discontinue nenJnn 
accruals for workers over age 65. However onlfi pension 
employees currently permitted continue accrJals n^vT' ° f 
employers who would suggest such a move. cruais have 

Although 
had been 
tha^ near 
the direc 
retire by 
benefits, 



The* ADEA 
plans was 
pieces of 
responden 
mandatory 



„ i ^ alf the short - r "P changes in employer D0 licv 
made by the time of the survey, the results suggest 
ly all the employer response has- been, and w ill dp f „ 
tion of providing move encouragement for employeel'to 
liberalizing existing benefits, adding types of 
and shifting costs more toward the company. 

A very m wea t k' f^SS^^t 1 ° n em P loyee retirement 
very weak, a cogjffcusion that arises from several 
data First, only 15 percent 0 f the survey * 

ts could correctly identify the Amendments' barrinr of 
retirement before age 70. By .Itself, thL da^a means 




little since the ADEA Amendments might he affecting~persons 
indirectly through changes in firm policy. But in practice, 
only 11 percent of the sample report having made a recent- 
change in their retirement plans for any reason, ^bout 
one-third of these actually decreased their retirement age and 
only one-tenth of these increased the ir*retrirement age 
explicitly because of the ADEA Amendments, 

Finally, the survey ^contained an "experiment 1 * to see whether 
people would change their planned retirement age- upon being 
informed of the ADEA Amendments 1 details', * In this experiment^ 
about 8 percent of the respondents did increase their 
retirement age from 65 or less to 66 or more. But an'equal, 
proportion oi the sample decreased their retirement age. And a 
person 1 s increase or decrease in planned retirement age had 
nothing to do with whether the person thought he faced 
mandatory retirement at 65, mandatory retirement at 70, or no 
mandatory retirement whatsoever. 

4 

These data are consistent witji the idea that most people have 
oe^*fc$£ at least some prior thought to retirement add their 
plans are based on their conceptions df* their employers' 
policies. While these plans may change in .the long run, they 
will not be changed immediately by being informed of the new 
age 70 mandatory retirement provision. 

In summary, the ADEA Amendments had a significant impact on 
increasing the mandatory retirement age of some firms/ but it 
haa a relatively small impact on other aspects of firm 
behavior, and it had only a very limited impact on employees' 
retirement plans, 

* f 

The Long-Run Impact of jthe ADEA Amendments 

In the long* run, the" impact' of the ADEA Amendments on employee 
plans may be somewhat larger ana this, in turn, may induce 
employers to change their policies. Our analysis of the 
retirement plans of men showed signifi-cant * differences between 
men who believed they were covered' by an age-65 retirement rule 
and men who faced a retirement rule at 70 or above. On 
average, the second group retired two years later than the 
first with one quarter of the cohort wanting to retire at age 
66 or age 67* Over time, as a>l men became aware that they can 
work to age 70, we would expect retirement dates to be *' 
delayed .A>:1[We do not expect this to happen f or^arri'ed women 
since their retirement* decisions appear to be planned jointly — 
with thedr husbands and those women are, on average* "two years 
younger than their husbands). 
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For the present, mos't employers expe^ little change in 
employee retirement behavior, either; because that behavior is 
goverened by continuing financial incentives', or by * 
expectations (rather than mandatory retirement>rules) . But 
n^nn^^T^ 3 f eS inc ™ase, the most common employer 1 
respose will be to .increase retirement incentives. ,* 

^nSif t, i£ e /H Ul<i n Chan ? e ^ am atically should.o'thertma jor ' 
£Sif? J5uSS! P a \f etirement Policy occur, such as raiding the 
Social Security retirement age. It is not at all clear whether 
emoloyers interested in controlling retirements win accept 5he 
EfeSlEf °i? er retirement ages, or will assume the cost of 
replacing all or part of the lost Social Security benefits with 
supplemental payments. < , y oeneilus wltn 

n2^ y f iS ? f thG surVeyS is di * ided int^ two parts. The first 
part examines the impact of raising the mandatory retirement 
a vl?n*f?i° y r S ? l3 !! ne0 reti ^ent ages. The second part' 
e thr D e n havior *?Tr£ r3iSing ^"^^-tirement'age on. 

Analysis of Employee Retirement Plans 

]Zr^l S J e fw i0r, A.o he survey data ar ~ e analyzed, to measure the 
impact of the 1978 ADEA Amendments on employee retirement pianos. 

Principal findings are as* follows: 

hen who believe' they face an age-6b retirement policy 
plan to retire on average, at age 62. Had the same 
men iacea a retirement policy of age-70 or above, we 
estimate that they would have planned* to retire on 
average, at age GH, > 

When men are faced with an age-65 retiremeat policy 
jce estimate that by the time they reach age"b&, about 
4 percent of the cohort H tll want to retire at age 66 
or nigher. Had the same men faced a retirement Dolicv 



~- ""-** j. Q^tu a i e n remeni/ pOll 

of age-70 or aboye, about 2£ percent o£ the cohort 
would have wanVCd to retire at age 66 or higher and 
most of these would have retired by age 68. 

When married women arc faced with an age-65 retirement 
policy, we estimate that D y the time they reach a*e - 
59, about 1 percent will want to, retire at age 66 or 
higher. Hau these same women been fateed with a 
retirement policy of age-70' or above, about 5 percent 
would have waifted to retire at age 66 or higher. This 
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relatively small impact arises in part from the fact that women 
key their retirement decisions to the decisions of their 
husbandd and women are, on average, about two years younger 
than their husbands. This means most couples will retire at an 
age that will 'not bring the wife into contact with a 65-year 
old limit. 

In practice^ 10-15 percent o,f all sample respondents 
knew of the existence, of a Federal law which moved the 
mandatory retirement age from 65 to 70. 

Employees were much more aware of the mandatory «or 
expected retirement ages in their fi»ms. In firms 
that had haa no recent change in retirement /age 
• policy, 57 percent of men and *J8 percent ofltuomen 

correctly identified the firm's retirement age (or the 
* absence of any retirement age) while 10-15 percent of 

both groups did not know their firm's policy and 20 
percent of both groups identified a policy that was 
too restrictive, ^In firms that had made a recent 
policy change (within the last year), about 35 percent 
of *raen a nd 26 percent of women could correctly 
identify their firm's policy .while about 30 percent of 
both groups identified a policy that was too 
♦restcicti ve. ^ 

When sample respondents were informed of the 1978 ADEa 
Amendments, only about 6 percent chose to change their 
retirement age from 65 or less to 66 tfr more. An A 
eq^al number chose to reduce their planned age of 
retirement wnile about three-quarters of all 
respondents left their planned retirement age 
uncnanged. We believe this result indicated that 
retirement plans are not something people will <fUickly 
change in an interview flormat. Over time, we expect 
results to be somewhat "larger. 

Analysis of Employer Responses to the 1978 ADEA Amendments 

This, section addresses the impact of the 1978 ADEA Amendments 
on employer retirement policy by analyzing survey data 
collected from older, workers 1 personnel officers and pension C 
plan sponsors. Given the limited direct impact of the ' ^ 
Amendments and tine relatively stronger influence of financial 
variables on employee retirement plans, most of the near term 
effects fff the Amendments are, likely to be felt indirectly 
, through employer ^policies. 
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E^ployeeT co-workers nere bound to be 'retiring relatively 

^ 'nage 

have eo-workerl rlurin^at J2. ^° 1 > t * ere ex P eot " to 

pension plans with young normal retirement ages parent ot 
full accrued early retiremprt- . 6 ' payment 01 

company-paid insurance af?er retire, ent There ^ nuation ? f V 
littlp K-Pacrt^ i ' icuteioeni, inere appeared to be 

short J™ ^° ^Ployers to alter their policies in the 



n U m D errn? f 0 P ^ iCy0akerS h3Ve ?*Pressed concern that large 
Accruals L^J°^ r? * h ° P^mit continued pen^n 

theTsuls fu^H^ r Ul ^ dis -"tinue 

fmcings from th^"^^^^ that ^ Amendments. The 
older workers el,.* the em P lo y el * s of very few * 

consider such a move . 6Ven re00Mend that the firm. 

Another major area of concern during consideration nf th 0 
eva?„^?o t ns WaS ll!^ B n ential impa0t on f °™ a " erforLn 

S'KJSS* decnn P n r f e0t 1 i"^.^ 0 .^.., 
tne nsks^of Declining productivity that may occur with age 

l t rri^ ed man ° ator y retirement rules did substitute -for 
eCfectiye performance evaluations, it was feared that 
greasing the age, or eliminating mandatory retirement 

fe„t S e n r d:d te cor!re q uen^ n ?n^ ^r' -V"^" 1 " S 
.su^sflnal^o-maf ^ - n-^s o^XstudT * , 

near future evaluations Mde more stringent in the. in the , 

The otW major argument against raising'the age limit 
mandatory -retirement was that age limits L 
jobs and promotional opportunities^ youngVworkers aSSUr6 
Employers 'or wprxers subject tc^an age Unit did believe that 
manoato^y retirement rules were ft>re imponfcan? in th U regarS 
than as a simple way to remove uuproductive older workJs 
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Although approximately 50 percent of workers 1 employers 
believedl the cost of labor would increase if significant r 
numbers £f older workers postpooea retirement to age 70, the 
employer* of workers subject to an age limit were four times 
more likely to* believe costs would decrease as other 
employer^. A surprising 21 percent of wofccers in manufacturing 

2t to an acre UmU . "^Ji ~ ~ ».*. t _ ■« _ . 



rms subject to an age limit, and ^ percent in the largfcst 
ers believing costs would decrease. ^ 



firms had employers 



Ciyejthe relatively young current' retirement ages, little 
expectation that retirement ages will change, substantial 
°; f6 5 n f of incentives to early retirement, and policy changes 
a ^?f* y accom Pl i3 h ed > relatively few older workers can expect ' 
additional changes in their pension or health and welfare 
benefits in the near future. If personnel officers' and' plan 
sponsors' suggested recommendations for change were 
Implemented, existing benefits would be liberalized, new types ' 
^ of health/welfare insurance coverage would be provided, or 1 

I cd^ts wduld be shifted more toward the company. However, less 
^thanhalf the recommendations for changing pension benefits 

;\ we£e actually under actiye consideration by the organization, 
ana? Cewer than 30 percent of the recommendations were being 
considered as a result of ADEA. The ' short-term impact of ADEA • 
^n employee benefjlts thus appears to be quite limited. 

.. Summary of Major Findin gs " - 

In terms of the number of older workers affected, the greatest 
impact of the ADEA Amendments was- on employers' mandatory 
retirement rules. Forty-four percent of the employees were 
subject to new mandatory retirement policies as a result of the 
Amendments, and e an additional^ percent had policies changed 
for other reasons. The great majority (87 percent) of the 
changes attributed to ADEA involvejd retaining mandatory 
retirement with an older *ge limit. Only 6 percent of all 
older workers ha d their age limit removed as a result of ADEA 

Mearly all employers responded to the legal mandatory ' 

retirement age permitted by the- Amendments.- Host of the 
employees experiencing no recent change in employer policy -had 

j6C wV? n ° age U ? U 3ince 1976 » and nearlv all of the 
'HSF*P er had Deen subject to age limits of 70 or older pr*or 

:^r he J^ enQments - A l thou K h the impact on employer's mandatory 
retirement policies was found to be quite large, the 
corresponding impact on other retiremenUrelated benefits and 
policies was found to be >of a much smaller order of magnitude* ^ 

It is significant that at least half the potential impact of 
the Amendments on employer policies had already beer? felt by * 
tne time the survey data^ were collected (early 1980). 
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Employers, especially those retaining an age limit., were 
offering their workers substantial incentives to encourage 
retirement before the normal retirement age? including *full 
accrued early retirement benefits, continuation of health, life a v 
. and disability insurance after retirement, and retirement f } 

counseling. 

Employers were asked whether the average retirement age was 
expected to change in the next few years. Sixty-four percent 
expected no change in the average retirement age for the 
employefcs'ocupatioru* Whe*change was expected, twice as many 
employers expects workers to delay retirement as retire 
earlier, but onl> 7 percent expected the average retirement a*e 
*o exceed 65 . & 



Oi%n the policy changes already accomplished, the substantial 
inducements to early retirement, the relatively young V 
retirement ages, and the .general anticipation that employees 
would not change their recent retirement behavior, one would 
expect few aodit fohal changes in pensioner health and welfare 
benefits. The findings confirm this expectation and nearly all 
of the recommendations involved either increasing benefit 
amounts, adding types of coverage -or shifting costs more to the 
employer. * 

When pensTorT plan sponsor's recommendations werje C&^nared to 
the reason why policy changes Were, being actively conSidered or 
planned, ADEA.was found to be responsible, even in partt for 
>ery few of the Likely benefit adjustments in the near future 
Consequently, the impact of ADEA on employee's retirement » 
benefits in the'near future i s expected to be quite limited. 

/when employers and pension plan sponsors were asked wftat policy 
chan^ they mi^ht recommeno that their organizations Vonsider 
should a large number of older wokrers postpone retirement to 

^eyrO, the, response was again overwhelmingly in the direction 
of providing more* generous benefits. While it was feared that 
employers wojuld discontinue pension accruals for workers over 
age 65 in response to the Amendments, tne results did not 
confirm this expectation. 

Despite the inducements offered to encourage early retirement, 
the relatively young retirement ages and the anticipation that 
very few employees would postpone retirement beyond age 65 the 
employers retaining their age limitfS believed that mandatory 
retirement rules were important. However, these employefs 
Relieved age limits were more important as a way to assufe I 
promotional opportunities than as a simple way to removtj \ 

lini^AHnnf i lift .1J»_ 1 



unproductive older workers. 

■K 
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Conclusion 



The major short-term impact of the 1976 ADEA Amendments was to 
force employers to raise their mandatory retirement age 
limits. There has been relatively lit'tle change in other 
retirement related policies, and there will probably be little 
in the near future due to ADEA • Most changes were being made 
in response to other factors. Rather than attempting to 
mitigate the potential effect of the Amendments, most employers 
appeared to be waiting to see whether, and how, employees' 
retirement behavior will change before they alter policies* 

4 

If retirement ages increase precipitously, employers might be 
faced with the choice of making major structural changes In 
their system of personnal management, or spending large sums of 
money to pay retiring workers supplemental benefits until they 
are old enough to qualify >f or Social Security benefits. 

If retirement «ages increase more slowly, the outcome is more 
likely to be determined by other, factors* such as the rate of 
growth in the economy, and the unemployment rate. The total « 
long-term impact of the Amendments on employee behavior and 
employer policies will Mkely be determined,, largely by changes 
in other Federal retirement policies ana future economic 
performance. 
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PART II. 

EFFECTS OF MANDATORY RETIREMENT ON YOUNGER WORKERS 
Summary " Nn ^-^~ 

An analysis of census survey data was undertaken' to assess the 
maximum immediate impact on younger workers resulting' from any 
direct competition for jobs held by age-6U workers Jho Kb? 
eleot to remain in the labor force paft 65 due to the increase 
in^the mandatory retirement age. The possible job companion 
was assessed for youth, women and black workers who hold 
full-time, full-year jobs at wage levels comparable to the 
older workers. The logic behind the analysis „ as that any 
short-term effect on these groups will result from a 
substantial number of older workers who hold jobs comparable to 
i5vf 6 in ?2 r M ? rkerS c 2 ntWn S t0 Mor, < l^Ber than they would 
have in the absence of the change in mandatory retirement age. 

Jhe immediate effect of the 1976 Amendments on younger, female, 
and minority workerss based on estimates of the direct effect 
•on older workers was found to be small. The. estimated 
additional number of comparable age-65 worKers are potential 
competititon for less. than one quarter of one-percent of all 

*l"f iT ^f,v?°M erS l6 ^ 4! less than one ° r -Percent 

of all full-time olack workers ages 16-59; and one tenth of one 
percent of a n full-time -women worker.** ages 16-59. 

In all three comparisons (younger workers, black workers, and 
women workers) with older workers, the wage-comparable younner 
workers were concentrated in manufacturing, professional 
services, and wholesale and retail trade, while the 
wage-comparable older workers expecteo to work past age 65 were 
concentrated in manufacturing, professional services, and 
public administration. When these wage-comparable workers were 
compared, the potential for significant job slot competition 
^ithin specific industries did not materialize. 'The general 
pattern was that apparent high levels of potential competition 
within certain industries tenaed to result, on closer scrutiny 
rrom potential competition between workers in o nly a few 
particula r occupations . The greatest potential for job slot 
competition was not in occupations with the greatest number of 
yaSf-comparable younger workers but in the occupations with the 
highest ratio of wage-comparable older to younger workers, such 
as: craft workers for all younger workers; managers, craft 
workers and laborers for younger black workers; and 
transportation operatives, laborers and craft workers for • ■ 
younger female workers, however, the magnitude of the 
competition is still very small, representing no more than four 
percent of the pool of comparable younger worters in anv 
occupation , _ , 
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The focus of this analysis was full-time workers; however, some 
insight can be given to the impact of the change in mandatory 
retirement age on part-time workers. Although the data show 
relatively large numbers of younger and older workers in 
part-time employment, no additional competition is anticipated 
to result from the change in mandatory retirement rules.^ 
Indeed, to the extent that' workers who stay in full-time work 
past age 65 would have taken part-time Jobs at that age. , 
competition for part-time work would be lessened by the new 
mandatory retirement age, * 

As a result of this analysis, it would seem that such labor 
market concerns as* youth unemployment and affirmative action 
are not likely to be worsened by the change in mandatory 
retirement age. Few older workers are projected to continue to 
work past age 65, and those that are likely to continue to work 
represent potential competition for a very small number of 
younger, female and black workers. ' 
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PART 'III 



LONG TERM EFFECTS OF MANDATORY RETIREMENT 
POLICY OPTIONS" 

Summary 

Methodology, This section describes research on the long-run ' 
labor supply effects of alternative mandatory retirement 
policies. Estimates of changes i„ the labor force 
participation of older workers were projected to the year 2000* 

retirement;? U) the current law (age-70 mandatorv 
retirement); and (3) a policy t*»at prohibit" embers, use of 
mandatory retirement. In addition, the sensitivity of ttSese 
tlnintJ H ??, tested * *• P° ssible changes in retired 
h»n«r«f! (1) across-the-board reductions in Social Security 
n.ntf™*' I" 6 K ) , larBer benefits under employer-providSi 
pensions „hen retirement is delayed past the normal retirement 

f S »^ t& ^ effeots ° f changes in labor force ■ participation rates 
are based on a retirement. decision model developed for £L by 
the Department of Labor in estimating the effect*,^ ^ ^ \ y 

ISryey^nS 16 fS* *c°° S °" S fr0 ° the «^ Current Po^at ion > 
Survey and matched Social Security tarnings Records Tfe*T 
projections to the year 2000 involved -use^f dynamic simulation 

H^ i<,U hf " hi< ? h Uke . int °" aocount ejected chants in "°" 
demographic ana economic characteristics of individuals as thev 
age and compute entitlements to Socla^ Security and em^er 
pension benefits. The retirement decision model^htch fakes 
into account individuals' -Social Security and pension weSth 
■ and mandatory retirement constraints as well as age? w£S rate 
health status and other variables-was applied to estimate the* 
labor force participation of persons between ages 60 70 for 
three points in time (198&, 1990, and 2000). ° 70.ror 

"Effects of Increase in Mandatory Retirement A ce to 70 The 
.ho.nf 6 ?- incUoate that labor f ^ce participation of older men* 
should rise as a result of. the 1978 ADEA Amendments raisin* the 

dato !:y ^"rement age from 65 to 70. Slight increases f» 
the participation rate were forecast for older men under age 65 



*lhe effects in thisf*summat-y apply to older men. Under-lyin E 
Problems with the data used in the retirement decision model 
for women preclude attributing the same degree of validity to 
the estimated, effects on women. , validity to 



% 
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The most significant impacts on older workers rv>mo<«<„„ « ^ 

age 68-70 Vsi^ifl^nJ ? f more than one fif ">- For men 
pfttern 7 2a3%^^ f i„° rm °^r? 9 r 5 \^ 1S ° r f °""f ' -"hough the 
estimated to rise from 17 6 to ov n « Participation rate is 
fourth. , In 2000, however the Percent an increase of one 

percent, from 18 9 to iTo percent Ih^s dif? ab ° Ut fiVe ■ 
results from the taterao l™ ! , P difference over time 
with trends in Social lecuritv ! ,nH ndat0ry retire °ent policies 
group, with the e r e ejects f ° r thiS *** 

than mandatory retirement for o8-7o!yelr-olds?° * 8 Stron 8 er 

labor force in 2000 The 01 - er nen bein « in the , 

67 age range. bulk ° f this ln °rease is in the' 65 to 



rj ~ k vc«u increa se. 

2000^— a~e.i-percent, increase • 

*nt tlements are among^he most important factors in 
/feSKT. .-SS^'r^S ^^eTassoc^ed with* 
three assumed otanI..1i~S?^ 0 D S.^r Pe ?S 1 ^SV n,teP fr 

pension benefit accruals ^l.u'JSV^ri^.r;. 1 ^ 
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to an actuarially fair accrual rate than assumed in the 
simulation model. These* sensitivity tests* reflect current 
policy concerns regarding the need to contain Social Security 
costs and the desire to encourage delayed retirement. 

The" estimated effects of the Social Security ^eductions on the 
labor force participation rates of % older men were small in sifce 
and inconsistent in direction. The principal conclusion of 
this analysis is that marginal changes In Social Security 
entitlements have quite different implications for workers at 
.different ages in terms of the financial desirability. to them, 
of continuing to work and accrue additional Social Security 
coverage and earnings credits.. The estimates done in this 
study point to the need for more analysis of the likely impacts 
of future Social Security \>enef it changes on labor, force 
participation and on the fiscal status the Social Security 
Trust Funds. 
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The adjustment to employer pension benefits for delayed 
retirement that was analyzed assumed that all plans provid 
10-percent increase in accrued benefits for ea6h year workea 
#fter the normal retirement age (or 5 percent for plans with 
^normal retirment ages younger than 65). This adjustment is 
more generous than that assumed to exist currently in the 
majority of plans. * 
- - . 

The more generous pension adjustment would serve to increase 
—labor force 'p a rti c ip a t i on b o th under the age-70 mandatory 
retirement policy and under a prohibition of mandatory 
retirement. It w^s estimated that, if ^pension plans were 
^revised to. encourage later retirement, the number of men' age 
*"*6Qr70 in the labor force .in the year 2000 would increase by 
\ 49,100 in the age-70 mandatory retirement case, and by 67,700 
\-yith no mandatory retirement^ 

• ^ / 

Conclusions . Several important conclusions may be drawn from 
these projections of the labor supply effects of alternative 
mandatory retirement policies First, the rate of increase of 
the downward trend in the labor force particpation of older men 
that has prevailed for two decades should be reversed, at least 
temporarily, by the 1978 ADEA Amendments unless other more 
powerful economic forces offset the effecjts attributable to the 
new age-70 mandatory retirement policy. However, the long-term 
decline in older men's labor force participation^should resume 
in the mid- to labe-1980 , s absent other significant policy 
change or economic trends that depart sharply from previous 
lpng-run experience. Elimination of mandatory retirement would 
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constitute .such a policy change, and in this case the 
projections found that older men*s labor force participation 
would rise not only immediately after enactment of such a 
policy but would also continue to rise slightly over the ^longer 
run. , 

A second conclusion is that the order of magnitude of the 
increase 'in the workforce that should isresult from the age-70 
policy (a 5-percent increase) found in other studies vas 
confirmed here and found to apply even when viewed over a long 
period of time. 

Third, the total elimination or mandatory retirement would have 
a similar impact (a 5-percent increase) on the male workforce 
when compared to t the labor force participation expected under 
the age-70 policy. Taken together, the 1978 Amendments and 
further Congressional action to eliminate mandatory retirement 
would add 412,300 men age 60-70 to the labor force. Thus, 
elimination of mandatory retirement, while helpful to 
employment aspirations in thousands of individual cases, would' 
be expected to have a marginal impact on the overall labor 
force that is no greater than the impact of setting the age at 
70 vs. 65. 

Finally, targeted pension adjustments such as an increase in 
the rate of benefit accruals for delayed retirement can be 

^Xpe^teij— to "increase older workers* labor force participation, 
but other reforms, such as an across-the-board cut in Social 
Security benefits, should not a priori be assumed to stimulate 
a delay in re tireme_njt_slmpl£jby„ virtue of constituting a 

1 reduction in available retirement income. 
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PART IV - 

IMPACT OF THE EXEMPT EXECUTIVE PROVISION 
IN THE 1978 ADEA AMENDMENTS 



Summary 

Two years after the 1978 ADEA Amendments became Effective, a 
survey of fhe personnel officers^f nearly 3,000 firms and an 
in-depth case stmiy of 50 of the firms revealed a great deal of 
indecision and confusion surrounding firms* use of the 
authority left them by Congress to exempt executives from the 
increased, mandatory retirement age. Although 20 percent of all 
personnel officers indicated that their firms/either were using 
the exemption or were planning to apply it wifehin a year, 
nearly 30 percent sai/i their firms/ executives \aust retire 
before reaching age 70. About a fifth of tfre larger sample and 
a third of the case study firms had not made final decisions 
about whether to apply the exemption. 

Larger firms and those engaged \n manufacturing were more 
likely to use the exemption* than ot^er firms. Seventy-five 
percent of the executives eligible for, exemption work for firms 
already using it, ana personnel officers expected only a 
3-percent increase in the numbers of eligibles over the next 5 
years. * * 

r 

The main reason given by nearly half of the case study * 
respondents for using the exemption was the neea to assure 
promotional opportunities for younger workers; cost savings 
were also frequently eited. ' 

Although the majority of firms (60 percent of the case study 
sample and CO percent of the larger sample) were not using the 
exemption at the time of the survey, case study responses 
indicate that executive retirement age was not an issue for 
these firms. The firms either had no older executives, their 
executives were retiring by age 65, or there was no policy 
encouraging retirement at a specific. age. 

Approximately half the non-exemption case study firms expected 
their policy to continue, and the remainder had made no final- 
decision. Future adoption of the exemptionVby these firms will 
depend on the retirement behavior of the -executives 
themselves. The recent performance of the national economy and 
the high inflation rate were expected to hava more effect on 
executive retirement decisions than increases in the mandatory 
retirement age. ' 
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oarf?»w»; »m effect of the exemption has been to permit a 
partial retention of the old retirement age poUcy for those 
firms that have the organizational capability to administer a 
*rZ 1 fcV° UCy ^ he larger firms) «d that have the least 
t£,^ exe ? u \ ive Positions (the manufacturing firms) and 

thus the greatest pressure 'for turnover in jobs? LarKe firms 

??w^% manUf ?° tUri !! B . 5e . 0tor have traditionally been more 
?h»?; y ^i^ aPPJy mandatory retirement and pension incentives to 
their older employees as a part of personnel policy. ' 
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PART V' 

EFFECTS OF' THE TENURED FACULTY EXEMPTION L 
' f I« THE 1978 ADEA .AMENDMENTS ^ 

Summary t ' 

This section of the report examines, the impact on hieher 
?™2 a ^° n °V? 6 exeD P tion for tenured college Acuity members 
IZl^L e fffl andatory retirement age provisions of the- 1978 
Amendments to, the Age Discrimination in Employment 4ct. 

The major questions given attention are: (l) what are the 
o»ifML a ?n K? P K 0t '°i' standing mandatory reUrement age 
faou?tv nil higher ■ ed !! 0 ? t ° n? (2) - Hhat are the attitudes of 
«??»inL? e ^, a ?° adDi nistrators to retirement and to 
alternative pqlicies with respect to- the age of mandafm-v 

diff^^? I Hhat are the likel y direot effects o«' • 
different policies on mandatory retirement age (includine the 
exempt on and the expiration)? and W What are the 1 kflv ' 

efflcl ^ o? S t hLe he, ^ gher h edUOati0n seotor t0 the direct 
eiieccs of these policy changes? j . 

In attempting to answer these questions, several aDDroachfes a™ 
„° V T' including examining existing knowledge , 
_anaj L y^ln^^ A _ce. aa i t3 of tH0 speai^y^ie^nel^survevr^^^ 

facul 1 ?^ h f ° r ( thiS "5 Ud ?' S6Veral ^ d SL^in^tuUon^r^7 
faculty behavior, and simulations of effects oyer the next 

lo V |x P Li"„%|f •on"*«i„g the e xemption versus 'allowing* it 
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1# Problems and Prospe cts Facing; Higher Education - 

The impact of ^.mandatory retirement a~ge change will deDend 
faculty : e n m bers a ? JUS ?r tS ^ institutions V^t^ 

duMn^tS^nPv? h° °H hGr Pr oblems; fac4n 8 higher education 
during the- next decade. Thus, it is important that these 

fr?fo^i 83 2 es a r e u nderst3od and considered when the likely 
' l^ined 3 nge in the oandat P r y retirement age are < 
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?? r °^" e . ? nail g es ln tne 1980s . The projections for 
the l9B0s give a mixed picture, with some experts 
predicting declines in enrollments while others 

.fore-see/ increases . Much of the variation hinges on 
the growth of what ar e called non-traditional 
students, since the potential for enrollment growth 
.from the traditional college age population is limited 
because oj/declines in birth rates during the late 
--^-aw the 1970s. The rising demand for higher N « 
education by persons beyond the age of typical college 
students and for continuing education and training 
pould, if strong enough, offset the drop in demand 
from the college age population. The net result is 
not\Vet clear, however, and this accounts for the 

\grea|t uncertainty about the impact of enrollment 
changes on the demand for faculty members in the 1980s 

¥ The insert of prospective enrollment declines should 
be clear. In an v era of growth it will be easier to 
accomodate the expiration of the mandatory retirement 
age exemption because institutions might not need to 
significantly reduce their rate of hiring of new young 
faculty members. If no enrollment growth is JLikely, 
this will force more substantial reductions in new ■ 
hires' until a new stable pattern of retirements 
emerges in response to the end of the exemption. If 
enrollments actually decline significantly, layoffs of 
already-employed faculty may be required to accomodate- 
tnese declines. Whatever happens, certain types of 
Institutions, namely the f*our-year liberalVarts 
collegs, will continue to be heavily dependent on the 
tradidtional college student population for their 
enrollments. Hence, they are most likely to be - 
adversely affectea by enrollment declines. 

Aging of Faculty Members . The aging of faculty 
members is almost inevitable, given, the extensive 
hiring of new faculty members to staff the enormous 
expansion of higher education in the 1960s, the slower 
growth of the early 1970s, and the minimal growth 
projected for the- 1980s. * ^ 
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Financial Constraints . The tig^PnW financial 
'situation for higher education— both for private 
institutions dependent on private donations and 
endowments and /or the larger public sector 
institutions difeectly affected by tax changes and 
spending cuts— will reduce its ability to adapt to 
changes of any kind, including changes i n the age of 
mandatory retirement. 
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\ Yh^Iapact of Inflation. The inflation rate is almost 
> certain to afreet faculty decisions about retirement 
because the real salaries of faculty members have 
declined by 15-20 percent over the past decade and 
this reduction is reflected in reduced pension 
benefits. 

Health and Expect ed Retired Life of Faculty M embers 
v f acu lty are a longer 7 lived and healthier group than is 
the general population. The death rates and 
expectation of life of older faculty members are 
considerably lower ana higher, repspectively , than for 
the general population. Thus, faculty members* are 

?s C £hp°oLf b r e to ^ ontinu f irking tfeyond age^than 
is the case for other workers. 

Trends Toward Earlier R etirement bv Faculty M embers . 

Despite forces that would seem to cause faculty 

member^ to delay retirement, there is evidence that 
ilTt ° erabers retiring at progressively earlier 
ages. This may be due to increased pension benefits 
as well as the trend toward earlier retirement in the 
rest of the population. e 

Background JLn formation . 

a - Evolution of Mandatory ReWrement and Pension Practices 
^^-ejcoluJO^ in hi ner education 

is closely connected to the history of pension plans. The 
discussion focuses on the evolution of stfate* public 
retirement and TIAA-CHEF plans that cover over Q0 percent 
of- all- faculty in the national faculty survey. percent 

The development of pensions and associated mandatory 
retirement age policies in higher education reflects the' 
public-private division of this sector. Public 
institutions covered by State pension plans have 

p"i t va^ 0 L 1 s y tituti^ns? ter mandat ° ry "* than have 

The Meaninfe and Evolution of Academic Tenure 

The development of academic tenure was based on the desire 
of academic institutes to protect the academic freedom of 
h?I? y*? enbe r s ' ^•f? eir ability In their teaching to 
deal with con troversflP issues without fear of losing their 
jotjs. Thus, the costs imposed on higher education by 
tenure rules have been accepted as necessary to achieve ' 
another outcome, namely academic freedom. 
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c. Changes In State Legislation Since the Passage of the 
WEf * 

Changes sinae 1978 in State legislation covering mandatory 
retirement age are detailed. Most changes have raised the 
State minimum mandatory retirement age to conform with the 
Federal -law, with many States , including a faculty 
exemption. Unless "States move to amend their laws further, 
the expiration of the ADEA faculty exemption will have an 
immediate impact on the legality of mandatory retirement 
provisions within the great majority* of States. In all but 
a few States, Federal law must be considered the binding 
constraint on anwinstitution's ability to adjust their 
mandatory retirement age policies. 

d . Attitudes of Administrators and Faculty Members 

Prior information on the attitudes of administrators and 
faculty members toward the exemption is rather limited. A. 
1979 study by the American Council on Education indicated 
strong oppostlon to uncapping the age ot mandatory 
retirement as well as considerable concern Ibout shifting 
*to age 70 after expiratidn of the exemption for tenured ~ 
faculty members. Half the institutions said they planneo 
to make use, of the exemption; most of the remainder could 
not do so because they already operated with a mandatory - 
retirement age of 70 . Two-thirds of the institutions 
indicated they would favor making the exemption a permanent 
one, with the strongest support for this position coming^ 
from the private institutions-. Tenured faculty members " 
aged 50 and above, as shown by our current survey, were 
strong in their opposition to continuation of the exemption 
with fO percent favoring the lapse of the exemption. A 
somewhat smaller majority of 60 percent favored complete 
uncapping of the age of mandatory retirement. 

Results From Survey of Educational Institutions 

a* Mandatory Retirement Provisions Prior to ADEA 
^ Amendments . Prior to the 1976 ADEA Amendments, 79 
percent of responding institutions had some age of 
mandatory retirement* Almost 70 percent of these 

o institutions set this age at 65; and 19 percent had a 
mandatory retirement age of 70 or over. Another 6* 
percent had an age of 66-69 and 5 percent did not 
specify their mandatory retirement age. The 
public-private division is clear with only i»i percent * 
of public universities setting an age of 65 compared 
to 70 percent of private universities. At that time, 
about half of all full-time faculty members were 
employed in institutions with a mandatory retirement 
age of 65. 
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b - Chaises Prompted by Ab EA Amendments . Almost 

percent of responding institutions "hare 35ae some 
? ^ eiP m ^" dator y retirement age sinoeManuary 

V,? 7 ; Ti 1 ? 36 onan B es tool* place primarily amjng . 
fn^ 1 •? J nstltu tions. Only 2? percent of all pfulte » 
institutions with a mandatory retirement age SWlow 70 

?n^,f°n a ? 8eS 83 contra »teo to 55 percent of similar 
institutions . 

~> 

Mandatory Retirement Pr ovisions In 1980 . As a result 

cnan B es only 3b percent of public 
institutions had a mandatory retirement age of 65 at > 
1Q7A tk° S l ,rVey C0CJ P ared to 61 percent ptrior to 

III 4ft l he P ercenta B es for *the private sector are 57 
and 78 percent, respectively . At the time of tiie 
suryey,one-thirc of all full-time faculty members were 
S^tt 1 " i n ^ itutions with a mandatory EtiELnt 

iLlll Half " er e covered b y a B e 70 manaator.y 
retirement age while 13 percent were not subject to 

mandatory retirems.it. The percent subject to a 
' fiQ^ ?R y retir f me "t age below age^iThad fallen from 
69 to 15 percent since the passage of 'the ADEA 
Amendments. While the percentage of_Xac«4W-fiot 

i? mandatory retirement a^asdoubaed, * 
, J f, ?? a11 fraction (13 percent*) remain in 
^institutions without mandatory retirement provisions, 

V« , ^ S, i. al ^ h 2 U8h the expiration of the exemption ia> be 
- important for particular types of institutions,^? wil * 

' a f f K Ct ° nl ^ ab0Ut a thi ? d of a11 full-time^ faculty 
members. However, raising the age of mandatory 
retirement above 70 or its elimination aitogetfaer will 
, force an alteration in policies covering most .of 

higher education-87 percent of faculty members and 76 
percent of institutions, memuera ana /o 

Compulsor y versus Mandatory Retirement! Host 

st^^^nH 3 ^ 110 " e f tensi ° ns °* employment beyond the 
stated mandatory retirement age at the discretion of ? 
the administration. While not granted tS all faculty 
members, such extensions provide flexibility to 
faculty members and their institutions. Only 
percent of all institutions report that retirement is * 
compulsory at age 65. Of the*3H percent of 
pstitutions with a »andatory^retirement age or 65. 
less than 10 percent also have compulsory retirement 
at that age, m 

* • 




29 



Age Distribution of Faculty , Most striking is the 
broad similarity in the age distribution of faculty 
age 1J5 and over aoross different types of 
institutions. While no' partioular type of insitituion 
is uniformly confronted by a particularly old or young 
faculty, a few^&nstitutions within each group will be - 
faced with the possibility of adjusting to the changed 
retirement plans of a large proportion of their 
■faculty members—those now approaching normal 
retirement age. Thus, targeting policy on a 
particular type of educational institution defined by 
size, control or type, ^ill not alleviate the * 
dfff icul'ties faced by those institutions with an older 
structure. 

The. Effect of a Mandatory Retirement Age on» the fc , 
► Probablility of Retiring ^ WeTexanftne for each 
institution the probability df a Cohort of faculty 
aged 60 retiring prior to reaching their 66th birthday, 

Retirement probabilities' do not differ using the 1980 
mandatory retirement age in the public sector, but 
they do differ in the private group. However, if the 
pre-1978 mandatory retirement age is oonsidered, 
probabilities of retirement are 10 percentage points 
higher with a 65 mandatory retirement age than with an 
older mandatory retirement age in both public and 
private institutions. Tflere is no correlation between 
probability of retiring and a current mandatory 
retirement age of 65. However, the combination of a 
mandatory retirement age and employment extension 
policies result in a higher probability of retirement. 

Substituting for the current mandatory retirement age 
the institutions mandatory retirement age prior to 
1976 resulted in a significant and positive effect on 
retirement probabilities (Persons facing an age 65 
mandatory retirement limit were more likely to leave 
employment than those not faoing this constraint). *Ue 
conclude that retirement plans were made by faculty 
members retiring in 1979 based on the mandatory 
retirement age in effect at the time these plans were 
finalized. A change in the mandatory retirement age 
Just' prior to their .expected retirement date failed to 
change the plans of most faoulty members* Thus while 
the current often higher mandatorynretirement age has 
'aittle effect, the. presence of a mandatory retirement 
age was a significant factor in the retirement ' 
planning of recent retirees, suggesting that the 
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current mandatory retirement age will affect the retirement 
plans of faculty members now making 1 retirement preparations. 
In conclusion*, the findings suggest that mandatory retirement 
policies limiting the ability of faculty members to continue 
working past some age (and directly influence retirement plans. 

5. Prelimina ry Results from the Survey o f University Fa°culty 
Members * ^ i 

a. Attitudes Toward the Exemption and to Mandat ory 
Retirement Age 

The attitudes of faculty members, referred to earlier, are 
of key importance in making any decision about continuing 
the present exemption for tenured faculty members to the 
minimum mandatory retirement age of 70. Accordingly, we 
attempted* to ascertain the extent to which faculty members 
favor continuation of the age 65 exemption., Overall 70 
percent of} all faculty respondents indicated that they 
"oppose" or "strongly oppose" continuation of the exemption. 

We also asked faculty about their attitudes toward removing 
altogether the minimum mandatory retirement age. Por the 
entire sample, 60 percent of all respondents "favor" or c 
"strongly favor" complete elimination of mandatory 
retirement ages for faculty members. 

In contrast, we find that about one fifth of all faculty 
members "favor" or "strongly favor" continuation of the age 
sixty-five exemption and almost a quarter of all *f acuity 
- ^members oppose elimination of the mandatory retirement age. 

f b. Expected Age of Retirement 

About 90 percent of all respondents provided an expected 
age of retirement. Ten percent have no idea as to when 
they will/retire and 5 percent say they will'hever retire. 
Only two percent expect to retire before age 60, *2H percent 
plan to leave by age 62, and another 5 percent expect to 
* retire Defore age 65. Then there is a big increase, with 
26 percent expecting to retire at age 65, 5 percent in the 
next two years, and another 35 percent from age 68-70. 
Abou*t three percent plan to retire after age 71. 
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c. Changes In the Expected Age of Retirement * * 

Almost 30 percent of the respondents indicated that, they 
had changed their expected age of retirement over the past 

several years. Of this total 66 percent delayed thetr 

retirement age, 29 percent accelerated their expected 
retirement age, and 5 percent changed it only marginally. 
Among those who now expect to retire at ages 66-67, for 
example, most pushed back their expected age from 65. This 
change may represent a response to the shift in the age of 
mandatory retirement. Among those now expecting to retire 
at age 65, over half earlier planned to retire before age 
65. Among those who now plan to retire at age 68-70, 
two-thirds had earlier planned to retire at age 65. 9 

d# Response to Inflation ' ' 

At the time of our survey the inflation rate was 12-15 
percent annually, having risen progressively over the past 
decade. We wanted to know whether higher rates of 
inflation would cause respondents to accelerate or delay 
their expected age of retirement. 

We, first asked whether continuation of the current 
inflation rate of 12-15 percent would cause them to delay 
retirement. One-third of thp respondents indicated they 
"strongly agree" that tney would delay retirement if these 
rates continued. Anpther one-third indicated they agreed 
with the statement. Only 15 percent voiced disagreement, 
while the remaining 21 percent indicated uncertainty. This 
distribution of responses suggests that there is 
substantial- uncertainty about inflation and what it will do 
to the well-being of faculty members. 

We al»d asked whether a reduction in the inflation rate to 
the 7-10 percent range might cause people to retire 
earlier. Only 17 percent of .the respondents agreed or 
strongly agreed with this, statement, fifty percent 
disagreed and 32 percent were uncertain. In short, a 
reduction in the inflation rate much below current levels 
seems unlikely to produce -much change in retirement ages. 

In summary, inflation has already affected the attitudes of 
faculty members about their expected age of retirement. A 
majority, it appears, are likely to delay retirement so as 
•to minimize the rate at which the real value of their 
retirement benefits, will decline. 
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o (art VI, 

v CONTINUED EXISTENCE OF MANDATORY RETIREMENT 

RULES, CONSEQUENCES, OF MANDATORY RETIREMENT RULES 

UW LAbUK A FORCE PAflTftfTPATiON Bfc OLDER WORKERS, ~" 
ESTIMATES OF RESPONSE BY OLDER WORKERS TO 
CHANGE IN THE MANDATORY RETIREMENT AGE 

% Development* of Mandatory Retirement Polloles 

Employer mandatory 'retirement rules and employer pensions have 
historically been olosely relate^. Prior to the widespread * 
adoption of formal pension plans during the. lo^O's, both 
( pensions and mandatory retirement rules were rare. As ^he 
Social SecuritjTprogram devtel^ped in the late lo^O's, policies 
to encourage retirement arose., This led to the development* of 
both compulsory Retirement rules and pension plans to help 
facilitate retirement. One of the clearly understood purposes 
of Social Security when it s was enacted in 1935 wa* to encourage 
workers to leave the labor Torce by providing an economic base 
for retirement. Thus, the Social Security system has' 
significantly affected retirement age by providing an economic 
base for retirement and establishing retirement as an 
appropriate**!^ expected occurrence in old age* 

The sharp increase in private pension plans in the 19U0 * s 
- occurred primarily^to encourage and speed up retirement by 
exeoutives. however, partially aided by unions 1 collective 
bargaining agreements, this pension coverage gradually spread 
' to of employees.* It became- general practice to structure 
private pensions as supplementary to social security and the 
* * Social Security minimum age for receipt of retirement benefits 
became the actuarial basis of the private plans^ The effeot 
of collective bargaining on the presence of mandatory , 
retirement provisions in pension plans has followed no obvjous 
trend. A Department of Labor study in 1957-58 found that 
one-half of the 100 collective bargaining agreements on pension 
plans included oompulsory retiremeht provisions* However, " 
•other studies have found no significant effect of unionization 
on the presence of mandatory retirement provisions in pension 
/ plans* 
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2 * Mandatory Retirement Rules and Non-Neutral Pension Plans 

Mandatory retirement-rules are only one method of ensuring that 
a worker leayes a job at a given age. The lifting of such 
rules, while protecting the worker's r.ight_to .continuV at the^ 

samp inn nr. «1 H or> ..m «. jc±^ *_ i_ _ *_ i . . _ _ 



same job at olde* ages, will not eTfture that tie/she will 
actually do so because, in addition to forced retirement rules, 
non-neutral pension plans have been widely used to induce job 
exit, J 

Pension plans can and do exert economic -pressure on individuals 
to leave a Job and leave the labor force. Of course, the very 
existence of a pension which can be taken at a given age will 
provide workers with the option of leaving their job and 
accepting benefits at that age. Few would object to this 
impact of pension plans on work. In fact, it is "this aspect of 
pensions and of Social Security— ensuring a margin of income 
replacement for those who retire— which has long won support. 
Thus, generous .pension plans Will eliminate to some degree the 
"need" for mandatory retirement rules. But pension plans have 
been designed to induce retirement with even greater certainty. 
Most pensions decrease in lifetime value when postponed and 
therefore put economic pressure on workers to quit their jobs 
and accept a pension, Employers can affect the'age - of 
retirement by lilting pension benefits to ensure that the 
optimal t»ime for acceptance of benefits occurs at the age they 
desire employees to separate from the firm. 

It is likely that such non-neutral pension plans have at least 
as much to do with inducing retirement as mandatory retirement 
rules . 

3' Incfdence of Mandatory Retirement Rules Prior to the 1978 
ADEA Amendments '• 

Prior to 1978, mandatory- retirement rules varied in their 
incidence across industries. Although on average, 44 percent 
of workers aged 58 to 61 in 1969 were in jobs with mandatory 
retirement rules, most were coztaentrated in communications 
petroleum .refineries, federal g*ver.nment, instruments, and 
transportation, where four workers in, five were subject to 
mandatory retirement rules. The* lowest incidence of workers in 

indust ries with: mandatory retirement rules were in servic e 

industries, sales and apparel where one worker in five was 
subject to such rules. Industries with the highest incidence 
of mandatory retirement rules had the highest degree of private 
pension coverage and coverage by Social Security. Mandatory 

r e tirem en^-i^es-and-pe nsion p lans w e r e more likely tu be In 

•higher wage industries with whi te .collar,, workers. , in addition, 
those industries in which physical demand requirements are 
important tended not to have mandatory retirement rules. 
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ft. The Consequences of Mandatory Retirement on Older Worker 
Labor* Force Participation " ' 

This section presents an analysis of the labor market effects • 
on older workers of raising the mandatory retirement age 
limit- Two types of analysis are reported: (a) an examination 
of* the* effects of raisinE^fche mandatory retirement age, 
availability of pension benefits and other variables on the 
retirement decisons of workers who were subject to the former 
mandatory retirement . age of 65; and (b) a review of estimates 
of overall labor supply effects *of raising the mandatory 
retirement age based on the above analysis and other major 
estimates. 

a . Major Conclusions of Labor Supply Research 

Our study has found that the prior existence of age~65 
mandatory retirement rules had a significant impact on the 
likelihood that workers reaching that age would withdraw from 
the labor force. For example, men aged 62-64 who were wage or 
salary workers in 1973 had their probability of continuing to 
work at any job over a two-year period! diminished by about 28 
percentage points due to facing an age-65 mandatory retirement 
rule. Women age 58-61 were estimated tq have a decline in 
their probability of continued work of about 8 percentage 
points associated with the prospects of the. future imposition 
of mandatory retirement by their employers. 

Had the 1978 ADEA Amendments become effective during the period 
analyzed in 4 this study (1973-1975), the result of raising the 
mandatory retirement age from 65 to 70 would have been that at 
most^ 200,000 older workers would have been working in 1975 
instead of retired. Such a result is, of course, of great 
significance to' individual Workers approaching age 65 who want 
to continue working and are unlikely to have much opportunity 
at that age t to move to other jobs. This increase is less 
important in that it represents a measurable increment to the 
total number of such workers; for example, this maximum figure 
(*2Q0,000) implies a 3-percent increase for men aged 64-66 in < 
1975. However, viewed in the context of the national economy , 
this change in labor supply would be a miniscule increase in 
the tp/tal workforce (less than two-tenths of one percent). 

T^is— sfctriy— a^o— tfst-iraates— the— relative importance of Social 
Security and pension benefit entitlements to the retirement 
decision, both in terms of the current year tradeoff (loss of a 
year's wages vs. loss of retirement benefits) and the weaJLth 
effect (the present asset value cf a lifetime pf future 
~beneTirt5rh The current trade-off of benefits vs. wages wars j 
found, to be especially important,* reflecting the fact that 
Social Security and the bulk of pension plans are designed to 
encourage retirement. 




35 



Since mandatory retirement provisions are closely tied to 
private pensions, this research indicates that the incentives 
* inherent in pension plans are more important determinants of 
behavior (people do respond to these incentives) and therefore * 
that the eventual impact of changes in mandatory retirement 
legislation depends critically .on how pension characteristics 
change. Jf.emploxers cannot dismiss employees at age 65 on the 
basis of age but are permitted to structure fringe bnefits to 
make it very expensive for workers to continue working beyond a 
this point, changes in mandatory retirement rules will have 
only a modest aggregate, impact, On the other hand, if 
employers were to remove these financial discentives to work, 
the impact of the ADEA Amendments will be more pronounced. 

b. Other Estimates N q n K v the Responses of Older Workers to the 
Change in^MandatoryN^tirement Age 

(1). Economic Studies 

The Department of \ •abor Estimate » Some of the earliest and 
most frequently oited estimates of the number of older 
workers projected to remain on their jobs in response to 
the change in mandatory retirement age were made by the 
U. S, Department of Labor, ' The Department estimated that 
between 150,000 to 200,000 workers aged 65 to 69 were not * 
in the 1976 labor force because of enforced mandatory ♦ 
retirement, The smaller estimate was based on 1 Current 
Population Survey (CPS) data relating to persons who want 
jobs but are not in the labor force * The larger estimate 
was based on responses of mandatory retirees surveyed as 
part of the Social Security, Administration's Survey of 
Newly Entitled Beneficiaries (SNEB) . Both estimates 
attempted to identify three groups of workers dissatisfied 
with mandatory retirement provisions: (1) workers out of 
the labor force who say they would work in the absence of 
mandatory retirement; (2) workers unemployed because of 
mandatory retirement provisions* and (3) workers wo rking 
part time rather than full time because of mandatory 
retirement 'provisions. Once these workers were idmtif ied , 
estimates were made of the number that would contffue to 
work if the mandatory retirement age were changed from 65 
to 70. 
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Halpern's Estimate . Halpern (lQ7fn ... .. ^ 
Short- an^&ong run effects of "Lin^f 3 the * 

retirement a5fe may be Quite VttZ aisin B the mandatory 
shortgun effect la base 'on tSu^L •? tlBat « of «e 

Longitfud-inal (Parnes) Survey and s^S National " 
structure of the Social Secur It v „S» and assu »es that the 
• Using the 1971 interview data fL^ ^fS Hil1 not ohan 6e. 
eaU«ele»_that about 8 percent TfhSI Pa f nes Survey . she 
59 in 1966) would be fa, .In l aple (nlen a 6ed H 9 to 

desired under a manlatoTfreUr^nt 6 «"» they 

- the 1969 SNEB indi cate th at t X 65 ' Data from 

mandatorily Petlreo^iSd^Sia to™ ™„?, h 2 Sample Here 
absence of a mandatory retiremanf 00ntinued to work in the 
■ SNEB, originally MK5"y*SSilS 8 tlQ7fi? ta . f ^ B the 1968 
percent of the sample was retT^n I ,?I 6)> indi °ate that 5 
work and unable toftnTl ne£ ? ob rtlV^l' Has able to 
together, Halpern projects J t J 3 w v I= ki "^ theSe estimates 
in mandatory retirement a|e (198& and n "nfT 1 the ehan S e 
labor force may have an shJmJt , 252 Predicts that the 
a result of the change? I^her Hli°°? ° lder Horke " a * 
. everyone who wants to work wet fcE- 'fJ * assum es that 
retirement age of 6b will fc he old mandatory 

retire at age 70, it Vs overbed W U " tn f ° roed to 
overestimate on Droblem infn f ; Takin 6 the 
-»ore. rg&tt™ estimate woulf ' , Halpern , s «66est S .■ 
workers, „ hioh if consist with^e"^ 00 ; 000 add "ional 
estimate/ Hlcn the Department of Labor 

Clark. B arker arfd Cantrell« s f«Hm.*<, 

IgfltreU (i v<9 ) use three est^m-M '' Clark> Barker a "<l 
^the increase ?„ "aSoTfweS nertfi?" P r ooedure s to predict 
in mandatory retiremenrage/ Resultf IT , dUe . t0 tha ohan 6 a ' 

Wertheim'er an d ZedlewskI 'a F«f 

Administration u.. Aging and furthlH ' r? 8 stud y for the 
study Wsrth-ermer 2nd ledEweM analyL f a n ? d p Under this • 
mandatory retirement |>„ ti! i.i analyzed the impact of 
and ,i„ g L womeTin^the" JSm-Sts w^vefor^r^ ° f men 
Securi V . AdBlnlstratlon R 2tirSI„t W Sr, 8 0 ?f ISrvfy 0 

nptlve^ff^-Sf wn a t t hr;abor r ^p 1 t y re rol t d h;d 

ff^^lSc^ S^Vof 25 ¥ reSeni ^ r ^ce r n ke t?ves? Ven 
.the pr«*Ag^^ was on 



ERIC 



37 



65- year- old s -t the average reduction estimated for the three 
observation periods was 20 percentage points. For 

66- 69-year-olds, the average reduction found was smaller 
(13 percentage points for the 66-67-year-olds and 11 
percentage points for the 68-69-year-olds). This study 
also found that mandatory retirement at age 65 had a 

^negative, effect on the_labor- supply of 62-6H-year olds. 
This anticipatory effect reduced their participation rate 
by^about 9 percentage points. 

% 

These results were used to make^af pro jection of the impact 
or raising the mandatory retirement age to 70. It was 
estimated that in 19,85 there will be appro ximatelv SSJKOOOl 
more workers aged 62-69 as a- result of the changein the 
law^> This represents an 8-percent increase in the number 
of workers aged 65-69 and about a 3-percent increase in the 
nuiffber of workers aged 62-6H. The authors also point'out 
that while these increases are significant for the older 
population, they result in very small changes in the labor 
force as a whole. 

Thus, the results of this study are generally in agreement 
with those presented earlier. (Note* An additional 
long-run analysis of labor force participation between 1980. 
and 2000 has recently been completed by Hendricks-Urban 
Institute. This analysis indicates similar results to 
other estimates. 

The various studies combined present evidence that 
mandator y retirement age policies have significant eff ects 
on the l abor force participation of the older population ." 

Although <$hese estimates of additional older -workers 
represent a substantial increase i-n the number of older 
workers in the labor force, they represent a very small 
portion of the entire labor force. In addition, these 
estimates are made using labor force participation rates 
derived from the behavior of older workers in thellate 
-1960*3 and ^arty-mO's. -These, workers were mWtng ~ 



j • , -* nvi rc* o were WoK JLIiK 

decisions in response to environmental constraints; both 
physical and social, which will be different fgr-sibceeding 
cohorts of older workers. Thus, for exampleT^continued 
high rates of infXatiprT eroding the financial security of 
individuals may influence large numbers of older workers to 
continue working. On the other hand, if firms change 
incentives to favor early retirement even more than 
presently, .the projected increase in the number of older 
workers in the labor force may never materialize or may be 
smaller than esti mated. Due to these uncertaTrTETes the * 
1 orvg=nm~ UqfStfirsr the law is difficult to predict^ 



4 { ) < 



I* 



ERIC 



38 



(2) Industry Studies 

A number of recent studies have assessed the attitudes of 
the business community and workers toward the change in 
mandatory retirement age. The's* studies are useful in that 
they provide insights into ttie altitudes and behavior of 
^those directly affected by/the change in mandatory 
^retirement age: employe r6 and employees. The pertinent 
results of thes studies are summarized below. 

. Karris Survey . In 1978 Johnson and Higgins, inc. 
commissioned Louis Harris and Associates to conduct a study ' 
of American- attitudes toward Pensions and retirement. The 
sample included 1,330 full-tiik employees and 369 retired 
people as well as 212 company {respondents . The respondents 
for the companies were selected T>y the' chief executive 
officer of each company. \j 

The outlook of current older workers is affected by pension" 
coverage, with, those covered having the most positive 
outlook toward retirement. However, over 50 percent of the 
workers expressed a desire to continue to work instead of 
retiring; 19 percent wanted to work full-time; 2*1 percent! 
part-time j and 8 percent wanted to retire from their 
primary job and change jobs to work with a different 
employer. 

'Of those workers, already retired^ , the major concern* was 
inflation. Fifty-three percent ofTefirees wanted to workt, 
about half of this group preferred full-time work. An 
earlier 1974 Harris survey found that H5 percnt of elderly 
retirees "had not 16oked forward* to stopping work." f 

Regarding mandatory retirement^ respondents were asked 
whether they agreed with the statements "Nobody should be 
* forced to retire because of age, if he wants to continue 

working and is still able to do a good job." Eighty-eight 
percent of the current employees agreed wUh this state- 
ment, as did 67 percent of business leaders, in a 
similar 1974 survey, B6 perdfnfof the general public age 
. 18 and over felt this way. 

< Spencer Study, ■yln 1979, Chariest. Spencer and Associates, 
Inc*, surveyif^ioo employers to estimate th,e impact of thte 
±> change in mandatory retirement agei The number of employes 
aged 65 or older, working in o the,100 sampled companies in 
»y December „OL978 wa%o0.l8 percent of total employment in these 
complies. AS of June 1,978, sixlmpntfcs after the change in ' 
• n an <rat$ry^etir£ment age b^amgilaw, the number of workers 

6 5 ana p l a o r* continued hp con o E l tut o . 0.18 p ereenfe-of-to^al^ - 

empl oymeiK^ , o - J ^ f 

• * 9 rS& 
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When asked to estimate the near-term impact of the 
amendments, 39 company respondents agreed that a few more 
employees will work longer and retire between age»^ 6g and 
70; however, the majority of employers expected no ' ^H^^ 
significant change in retirement patterns. Twenty-two^* 
percent of the respondents qualified their response by 
saying, that continued inflation could change anticipated 
-re-tiremeriL trends^ .- — __ 



Hewitt Study . In November 1979 i Hewitt Associates surveyed 
900 members of The Compensation Exchange, a nationwide 
organization representing a cross-section of business and 
industry. Responses were received from 582 companies- The 
section of the survey dealing with benefit issues and the 
Age Discrimination in Employment Act are discussed here. 

Of the 582 responding companies, U29 reported on the number^ 
of workers who continued to work past age 65. It was 
reported thatj on average, 45 percent of the workers 
reaching age 65 continue^ to, work. Since employers were 
nop asked how this comparea with the pre-1979 work 
behavior, a measure of the change associated with the 1978 
ADEA Amendments cannot be computed. Employers also* were 
not asked how long past age 65 those who continued to work 
did so. 

The survey asked companies with defined benefit pension 
plans whether they provided for some benefit increases for 
employees working past age 65. A majority, 52 percent of 
the companies, were providing no benefit increases. In 
addition, 47 percent of the companies reduced group life 
insurance benefits at age 65. In terms of health benefits, 
no clear pattern had emerged. 

Copperman Study . Copperman, Montgomery and Keast (1979) 
conducted a study of the private business community in 
order, to determine the preliminary impact 4 of the ADEA 
amendments. 

* ' ♦ 

"HbWTn^ms~~tTy5r^a~^ retirement age prior to the 

legislation plan- to maintain a mandatory retirement age 
limit at 70. Size of firm is a key variable in a number of 
findings. Larger firms were more likely to report that 
they would change their personnel policies and more 
rigorously apply performance approaches than small firms. 
In general, larger employers anticipated a greater impact 
of the. ADEA than do smaller ones. However, the majority of 
employers (58 percent) expect no changes in response^ to the* 
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Amendments. It is anticipated that any effect which does 
result will be dispersed throughout the economy. Firms 
with no prior mandatory retirement age envision less impact 
than do firms which had such a policy. According to 80 
percent of the respondents, continued inflation would lead 
to an extension of the worklife of older workers. 

In summarizing these studies, it is appropriate to employ 
the terms "tentative and preliminary" since the data were 
collected either. immediately prior to or immediately after 
the time that the Amendments became law. Thus, results 
either reflect an anticipatory guess dr a preliminary 
appraisal since ft was too early for the pattern of worker 
and employer responses to have materialized. In general 
surveyed employers expect little change in the average * 
retirement age due to the change in mandatory retirement- 
age. On* the other hand, the surveys seem to reveal a 
desire on the part of employees to continue working. 

Thus far, most employers are not reporting any major shifts 
in early retirement patterns. While those having a former 
mandatory retirement age of 65 have raised this age to 70 
Majority of cas>es) or eliminated it entirely, they have 
not altered the normal eligibility age for receipt if 
pension benefits - usually* 65. While some employees a-e 
remaining beyond age 65 unoer the new mandatory retirement 
age policies, t^he vast ma jority ^continue to retire early. 
No clear treuo of later retirement is currently discernible 
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U. S. Department of Labor Studies- on the Effects 
of Raising the Age Limit in the Age Discrimination 
m in Employment Act (Studies Required by Section 6 (ai(l) 
. of the Age Discrimination in Employment Act Amendments 
^ of Law 95 - 2 56 T; 



(41) 



- Preface: 



Th^pervasiveness and harmful effects of mandatory retirement 
practices have been of increasing concern* to the Congress over 
the past twenty years. As a result of increasing information ' 
on the extent and consequences of mandatory retirement 
policies. Congress enacted the Age Discrimination in Employment 
Act in 19o7 and subsequent Amendments in 19714 and 1978. 

Since early Congressional consideration of age discrimination 
in connection with the Civil Rights Act of 1961*, the Congress 
has enacted and subsequently strengthened laws prohibiting 
unreasonable employment discrimination on the basis of age. 
(The ADEA Amendments of 1978 represent the most recent 
extension of protection against a*ge discrimination in 
employment,) At the time the Admendments were being 
considered, the Congress was particularly concerned about the 
effectiveness of the lan in protecting the employment rights of 
older workers, the consequences of an increased mandatory 
retirement age on labor force partioipation-by older and 
younger workers and employer response to the. law. In addition-/ 
the Congress expressed the need* for further and more 
comprehensive information as to the feasibility of further 
modification of the mandtory retirement age. \For these 
reasons, and before considering additionarpr&ective 
legislation, the Congress required that the Secretary of Labor 
conduct a comprehensiv e * ifc u dy of the effects of the 1978 
Amendments to the ADEA and provide both an interim and final 
report on the results of the .study. 

In response td this requirement the Department of Labor 
initiated in ^979 an extensive series of studies designed to 
produce-information on the current and "probable future 
consequences of the 1978 ADEA Amendments, Research findings 
from, many of t^ese studies are now available and are summarized 
in this interim report. These findings include information on 
the labor force participation effects of mandatory retirement, 
response of current workers and employers &» the increased 
mandatory retirement age, long term projections of cjonsequences 
of alternative mandatory retirement age policies and' the 
effects of. the ADEA exemptions for tenured facalty employed at 
institutions of higher edu6ation and bona fide executives. 
Additional information on older worker characteristics and 
personnel and compensation policies which encourage the 
employment of older workers will be included 4 in the final 
report on the ADEA. Studies in January, 1982. This interim 9> 
report is designed to present the most "important research 
findings relevant to the major areas of Congressional concern^ 
the effects of raising the upper age limit in the ADEA to 
the feasibility of extending or eliminating the upper age ^ 
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limitation for private sector and nonfederal public sector 
employment and the effects of the exemptions permitting age 
65*69 mandatory retirement for tenured faculty members* at 
institutions of higher education and certain executive 
employees* The report is descriptive in nature and does not 
include recommendations* Appropriate recommendations will, 
hQwever, be included in the final report .now under preparation. 

In reviewing the extensive research findings *from our studies, 
the Department of Labor is concerned with both the impact of 
mandatory retirement on the individual and administrative and 
financial consequences of the ADEA legislation for employers. 
In addition, the Department recognizes that mandatory 
retirement policies are an important factor influencing the 
retirement decisipn, but that this decisionals also 
simultaneously affected by public and private pension policies 
and employer personnel policies. Study findings therefore not 
only reflect the consequences of mandatory retirement policies 
alone but more importantly, examine such consequences in the. 
context of the major factors which affect retirement behavior 
i% the 9 United States. % "* 

I • * Introduction * 

"It cannot be disputed that they (older workers) constitute 
a class subject to repeated and arbitrary discrimination in 
employment. While depriving any. . . employee of his job is a 
j significant deprivation, it is .particularly burdensome when 
the person deprived is an Older citizen. Once terminated, 

. the elderly cannot readily* find alternative employment. 

. The lack of work is not only economically damaging but 
emotionally and physically draining. Deprived of his 
status in /the community -and of the opportunity for 

1 meaningful activity, fearful of becoming dependent on 
others for* ... support and lonely in ... new found 
isolation, the involuntarily retired person is susceptible 
to physical and emotional ailments, as a direct consequence 

« of his enf6roed idleness. Ample clinical evidence supports 
the conclusion that mandatory retirement poses a direct 
threat to the health and ltfe expectancy of the retired 
person. " (Justice Thurgopd Marshall) * 



The Age Discrimination in Employment Act was enacted by 
fS^fJ" ordcl \ t0 ' «l***nate arbitrary age discrimination in 
employment, promote the employment of older persons based on 
their ability rather than age, and to help employers and 
workers to meet problems arising from the impact .of age onPv 
employment. The Act was originally passed in response to a \ 
£?!?ri«H th S ?* cretap y of Labor in 1965 which documented the 
existence of widespread age discrimination in employment and \ 
recommended specific legislation to.el ininate auch ) 
discrimination ,1 % * ' 

The original Act (I967) included a retirement that the 
frrTn^Lff Labor ^ertake a study of institutional and other 
En3i52? er *f « ivin * rise to involuntary retirement and report 
[he con^il 2 an L a ffr° pr i late lc « ia ^tive recommendations to 
tne Congress.^ Additional research requirements were ' 
t included, in the Amendments of 1978 which required an 

-^e B i«? io n 7 n f thC effeCt8 °J r aislng the u PP er a 8« ""it under 

if 4 7 Iw an assessBen t of the feaaibility of raising or 

eliminating t£a mandatory age altogether and an examination of 
exemptions contained in tl*e Act, as amended , 3 e * aBina *^ n or 

fuhBUt^d In i 968 ? n 2 con J inuin 8 trough 1978, the Secretary 
fSifiJ;! ^ nUa J Report t0 c ° n S resa covering Departmental 
activities, under the Act as required by law.* » 

1 

p The Older American W orker. Age Discrimination i n 
Employment, Report of jthe Secretary of Labor to th^Congress 
under Section 715 of the civil Rights Act of 1964^5. s. 
Departmentp Of Labor, June 1965. . * 

2 « 

202 f A Section r 5? lnatiOn in> En P lo y nent Act of^l967, Public Law 90 

3 > 

d Ki? 86 , Dl8 Sr iDi !!2i ion in Employment Act Amendments of 1978, 
Public Law 95 - 256, Section 6, ' • V ' 

J* 

o ft 9 8e c Dl8 ? ri,D ^ ati S n ' in En P lo ynent Act of 1967, Public Law 90 
- 202, Section 13. In 1979, the ?qual Employment Opportunity 
Commission assumed responsibility for enforcement of the Age 
no 1 «f n ?Q7fl n if Employment Act. Under Reorganization Plfn 
?*hoJ nLMlr.! h J Ch K aUthorl2cd thi3 transfer, the Department of 
Labor continues to be responsible for research (including 
studying the effects of the 1978 ADBA Amendments) and for . 
^educational and informational activities relating to expanding 
employment opportunities for older workers. p 8 
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As they were available, research findings pertaining to 
involuntary retirement from various ongoing studies were * 
incorporated within these annual reports* These findings 
continued to indicate the existence and utilization of 
compulsory retirement policies and practices by employers with 
detrimental disor imina,tory effects on older employees* 

In the eleven year period during which the Department had 
responsibility for enforcement of the Act, it was successful in 
substantially reducing the occurrence of various prohibited 
employment practices, providing information on the provisions 
of the Apt to employers and employees throughout the nation 
covered by the Act, and in developing an efficient and 
effective enforcement program for compliance to the provisions 
of the law* 

ADEA Amendments of 1978 

ftie Age Discrimination- in Employment Act Amendments of 1978 
represented a substantial modification of the protective 
provisions of the original Act, by .extending the upper age 
limit of protection under the Act to age 70 for most private 
sector and nonfederal public employees, prohibiting mandatory 
retirement oi covered workers under employee benefit plans and 
extending age discrimination protection without an upper age 
limit to almost all Federal employees* These provisions were 
enacted based upon evidence presented to Congress indicating 
the widespread continuing use of mandatory retirement rules 
(covering app roximately half of the private non-agricultural 
uarKrorce ) accompanied by continued substantial age 
discrimination in employment* In addition, when considering 
the Amendments,- Congress became aware of widespre*ad public 
opposition to mandatory retirement and received substantial 
scientific evidence refuting a variety of prevalent negative 
beliefs about the 'physical , psychological and intellectual 
capacities of older workers* Moreover, the Congress was also 
concerned that mandatory retirement policies and age 
discrimination in employment were significantly influencing the 
trend toward earlier retirement, and that with an expanding 
older population having longer life expectancy, severe strains 
would be placed on the financial solvency of public and private 
pension programs* Finally, continuing inflation, was resulting 
in eroding the value of .fixed retirement benefits and because 
of limited employment opportunities, older persons were unable 
to supplement declining real incomes* These and a variety of 
other considerations resulted in enactment .of the ADETt 
Amendments of 1978. (It is important to point out that in 
enacting additional protection against age discrimination in 
employment, the Congress continued provisions in the law which 
permit employers tot (1) observe the bona fide occupational 
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qualification exception; (2) observe, the terms of a bona fide 
seniority system or any bona fide employee benefit plan except 
that no seniority system or employee benefit plan shall require 
or permit the involuntary retirement of any individual because 
of age; and (3) discharge or otherwise discipline an individual 
for good cause.) 

» 

In enacting the new provisions, the Congress was concerned 
about several potential oonsequences of an increased mandatory 
retirement age* The major areas of uncertainty included. 

(1) the possibility of an Averse 1, impact on employment- 
opportunities for younger and, minority employees caused by 
large scale retention of employment of workers after 'age 65 j 

(2) potential administrative burdens on employers*related to» 
performance assessments; and (3) possible cost implications for 
pension plans and (4) possible difficulties for universities 
and for major corporations in adjusting to the upper age limit 
of 70. In addition, {when considering the legislation, the 
Congress discussed thValternative of completely eliminating 
the. mandatory retirement age but decided that further > 
in format ion ojj^he consequences of such a policy was needed in 
order to outsider this alternative. J 

Research Required by 1978 ADEA Amendments 

The 1978 amendments required that the Secretary of Labor 
conduct' an extensive study of the consequencs of the new 
coverage provisions of the law includingi <a) an examination of 
the effects of raisirfg the upper age limit to 70j (b) a * 

-determination -of— the- feas4hil-tty-of- further-extendtn^-or — 

eliminating the age-70 limit on coverage for the private sector 
and nonfederal public employment) (c) an examination of the - ^ 
effects of the exemptions for tenured faculty * and certain 
policymaking executives. In meeting this requirement the 
Department of Labor, first reviewed Congressional hearings, 
debates and reports and noted that they consistently referred 
to the lack of empirical infomration available on mandatory 
retirement upon which legislative policy decisions could be 
based. A continuing need was cited for comprehensive research 
to more completely respond to Congressional conoern with both 
institutional factors leading to involuntary retirement and the 
response of employees and employers to the 1978 Amendments. 
The Department also reviewed the existing information available 
whloh could be used to analyze the mandatory retirement issue 
and concluded that t^his information co"uld not satisfy ' 
Congressional concerns since it was neither comprehensive nor 
timely. 
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.The Department therefore concluded that a major research 4 
program was neoessary to properly respond to the requirements 
-specified in the law and provide Congress with more % 
comprehensive information than that available in the past* It 
therefore initiated an extensive series of studies designed* to 
provide the needed information for both the interim and 'final 
reports required by Congress* These studies are as follows: 

1. The Effects of Raising the Age Limit for Mandatory 

Retirement In the Age Discrimination In Employment Act 
(existence of mandatory retirement age limits, direct 
effects of age limits on older workers, effects of 
- mandatory retirement limits and pension rules on the 

retirement decision, long run analysis of adjustments 
* to the change in mandatory retirement? age, indirect 
effects of .the mandatory retirement age limits on 
' 1 younger workers, effects of the executive exemption 

provision) ^ . 

2* the National Survey of Employee and Employer Response 
to -A PEA Amendments (characteristics of employees^ 
- Knowledge of ADEA, retirement plans, knowledge of 
employer policies; demographic data; employer 
personnel policies, retirement policies, responses to * 
4* ADEA, pension 'and fringe benefit policies) 

**X%x< Studyvof the Effects of the ADEA on Tenured Faculty 
(mandatory retirement policies in higher education, 
national survey of university retirement and pension 
_ poXld&a-and facwl ty-j^lremejit-^lanj.,^unJLver3lty and . 



faculty response to ADEA, effects of mandatory 
retirement policies, long run adaptations to change in 
mandatory retirement age) 

Characteristics of Current Older Workers (older r 
persons in the labor for.ce, occupations ,% industries, 
demographic characteristics, types of employment) 

5. Review of the Bona Fide Occupational Qualification 
Provision In the ADEA (analytical review *of 

/legislative history of BFOQ provision, major 
litigation and areas requiring further clarification) 
* T ^ 

6\ Employment Opportunities for OJUer Workers (review of 
recent* developments in employer personnel and 
pompensation policies for older workers, current 
barriers to emp^>yment, recommendations for improving 
employment opportunities) f . f 
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vB 7' Analysis of Employer Personnel, Frlrfg^ Benefit and 
Wage pol icies Related to Retirement (prevalence 
retirement incentives, consistency in"employer , 
retirement poH.cies, perception of policies by 
employees, effects of policies on retirement age) 

-8 » Potential Effects of Inflation on Retirement Age 
* , ^current evidence regarding effects of Inflation on 

retirement decision, future consequences off employee 
behavior) ' 

, C 

(•to be intitiated FY 1981) 

The studies undertaken by the Department of La^br in reponse to 
the research requirements of the 1978 Amendments to the Age 
Discrimination in Employment Act represent the most 
comprehensive approach to date in examining the current and 
potential future effects of the legislation on employees and. 
employers. In conducting the studies, k the Deparment has 
examined; the historical basis for mandatory retirement ? past / 
effects of the former mandatory retirement age limit? the 
•current and probable future effects on labor force participation 
of a mandatory retirement age, of 70?- the indirect effects of 
this age limit on younger workers including, minority employees? 
the current and probable future response of employees arfd 
employers to the age 70 criterion? the consequences of the 
exemptions now contained in the law? and the long term effects 
,of alternative mandatory retirement policies. The research s 
findingsUn these areas respond "directly to Congressional 
concern with the impact of the ADEA Amendments oT~l978. 

, ( 

In conducting these extensive studies, the Department is also 
responding to the consistently expressed mandate by Congress to - 
more thorough ly* examine and document the overall consequences 
of mandatory retirement age limits for older workers. Such an 
examination requires a basic understanding of the historical 
origins of age discrimination in employment and current and 
probable future retirement patterns of American workers. The 
continuing existence of age discrimination in employment is ~ 
clearly a function of the discriminatory attitudesand 
practices of the past which continue to operate in the present 
despite protective ^legislation and' considerable -modification i n 
>etirepent policies, practices and behavior. 

Early History of Age Discrimination in Employment 

The emergence of age discrimination in employment can be traoed 
to the t late. I800»s in the United States. ^There is some 
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evidenoe to^ndicate that even at this time, negative beliefs 
about,, the capacities and productivity of the aged were already 
common in the nation and .that these ideas continued to gain in 
strength despite the faot that older persons often controlled 
, and managed major industries. 5 There is also reason to 
believe that the development of retirement as a social pattern 
in industry, servejd to enhance and legitimize employment i 
discrimination practices despite early evidence that older 
workers were capable, conscientious and productive employees* 0 
i c 

Prior to about 1920, age discrimination in employment was 
justified primarily on the basis of the belief that "modern 
technology" required substantial p^^ical strength, agility and 
endurance which was generally beyond the capacity of older 
workers* Thus, the requirements of industrial technology and 
efficiency were seen as causing the employment problems of the 
older worker, and justifying early discharge from employment* , 
These early beliefs in the physical limitations of older 
workers led to substantial age discrimination in hiring which 
was still continuing almost unabated prior to the passage of 
the Age Discrimination in Employment Aot in X967. 

Despite the gradual publication in the 1930*8 of Industrial 
studies that demonstrated the advantages of older workers in 
terms of productivity, reliability and physical capacities, age 
discrimination persisted and grew largely because personnel 
managers and other corporate officials remained unoonvinced of 
the viability of oider workers*' Thus, rigid age limits* in 
hiring and restrictive physical examinations continued to be 
utilized to limit the number of older workers in the labor 
—force* — — — ~ r _ 



c 



5 

Aohenbaum, W» A*, Old Age .in the New Land * The American 
Experience Since 1790 . JohnY Hopkins UniveoaJLty Press, 
Baltimore t 1970* , ' 

Graebner,,W., A History or Hetiremetft , Yale University 
Press, New Haven i 1980. ^ ~ ~~ /_ . 

7 * k ~ 

Workers Over ^Ot A Survey by the National Association of 
Manufacturers to Determine the Status of Workers MO and Over . 
National Association of Manufacturers, New York: 1938 
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These oonditions led to early studies of age discrimination, 
■oat of whiob conoluded that the teohnological environment 
oombined with pensions, group insuranoe and workmen's 
ooapenaation, were responsible for the continuation "of 
dlaoriminatory praotices. Nevertheless, gradually and 

iaperoeptibly, a shift in beliefs about age discrimination , 

ooourred, with negative stereotypes about older* workers 
beooalng the dominant .reason for the continuation of 
discriminatory employment praotices* 

Retirement as an institution gradually emerged in a society 
where age discrimination was already widely practiced. While 
age discrimination did not diminish in intensity, retirement 
served as a convenient method for employers to arrange the work 
force so that younger workers were predominant and to' reduce 
the demand for employment by older workers. Retirement 
policies, acoompanied by continuing discrimination in 
employment based on age., became a consistent and significant 
social pattern which resulted in substantial reduotions in 
labor force participation by older persons. 

Demographio and Retirement Trends e ~ ~~ l " 

In evaluating the effects of age discrimination in employment 
laws and regulations it is essential*' to recognize that? the 
behavior of both older employees and their employers is 
significantly Influen ced by changing demographic and economio 
circumstances and by current governmental and private sector 
retirement pol-iei*3T • 

The 1 general aging of the population is now a very well known 
fact and lmpHcahiona-yf jhls trend. for retirement policy and 
pension systems are -receiving widespread national attention. 
It is possible that the combination of ohanglng demographic 
circumstanoes and current eoonomic conditions will result in 
major modifications in current retirement and pension policies 
which led tbvthe early retirement trend and consequentially 
significantly restrioted labor force participation by older 
workers* Changes in national retirement-pol-ioies could 
substantially alter present retirement patterns and 
concurrently lead to a reduction in age discrimination in 
employment. ^ ft 

Two trends whioh have developed over 'the p.ast twenty-five years 
are of the greatest signfrf icanoe in conneotion with older 
worker labor force participation. The first of these is the 
gradual aging of the population and workforce, and the second, 
the deolining labor force participation of older workers. 
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1, Population Aging 

Under Intermediate demographic assumptions, the number 
of persons ag# 65 and over will grow from -25 million 
^11 percent of the tdtal population) in 1980 to 32 
million (13 percent of the population) In the year 
2000 and to more than 55 million (22 percent of the 
population) by the year 2030*' Today, 31 percent of 
the people In this country are 15 years old or over 
(up from 28 percent In 1950) — this figure will 
Increase to 39 percent by the year 2050* Contributing 
to population aging Is the gradual Increase In life 
expectancy at older ages* Medical advances In the 
future *could result In additional Increases which 
would lead to higher proportions of older persons In 
the population. 

These population trends may result In A gradual aging 
of the labor fprce In the years ahead. Jf labor force 
r partlcpatlon by older workers had been Increasing 
consistently with population growth, the current 
serious pension financing problems would have been 
Significantly reduced. 

2. Declining Labor Force Participation 

While our overall population continues to age, 
dramatic changes in the labor force participation of 
older workers have taken plaqe pver the past x 
twenty-five years. Particularly significant are 

.. declines in labor force partic i pation by m en aged 

55-64 and 65 and over. Overall , the labor _force 
participation rate of men 55 and over f elf "from 65 
percent in 1955 to 46 percent in 1980. Among men 
65-69 years of age, 57 percent were still- in the labor 
force in 1955 — in 1980 only 28.5 percent were 
employed.* For all men aged 65 and over, labor foroe 
participation has continued to decline at an 
accelerated rate since 1970. At that time about 27 
percent were employed whereas only 19*1 perpent were 
in the labor force in 1980. There has also been a 
modest decline in participation by workers 45-54 years 
of age. Department of Labor projections indloate that 
if present retirement and pension policies continue,' 
labor foroe participation by older persons will 
continue to decline in the future.. 



* Labor Department projections Indloate that this rate will 
continue to decline through the year 200&. — { 
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The reti-rement decision of today, is influenced by a 
complex set of rules and practices which have 
institutionalized age 65 retirement and resulted in a 
majority of workers retiring bsfore that age. 
Mandatory retirement policies and rules are but one . 
factor influencing the retirement decision 'and - 
therefore must be considered simultaneously with other 
factors. Currently both public and private pension 
systems provide substantial incentives for early 
retirement and ^retirement at the age of 65. The major 
public retirement income program - social security - 
has established eligibility ages of 65 for fulL an* 62 
for reduced benefits and utilizes an earnings teat 
provision which reduces benefits to retirees after 
reaching an earnings limit. Iftvaddition, most private 
pension plans prohibit annuitanflKfrom returning to 
f!^«2!U« ? art - t i ne ,? r full-tim? employment without 
temporary loss of all or part of their pension 
benefits. Early retirement options have continued to 
proliferate in both the public and private sectors 
often accompanied by substantial pension inducements. 
All of these policies generally result in encouraging' 
complete retirement by older workers at or before age 
65. Thus, before age 62 early retirement provisions 
of employer pension plans often make benefits 
available to employees; between age 62 and 65 social 
security eligibility and the associated retirement 
• test provide additional financial Incentives to retire 

1*1 i r ,„SL W ST k .!? rt " tl,l ?i a8C . 65 ' thc norttal retirement 
age under social security and most private pension 
plans, presents additional incentives to accept 
p ensi o n benefits (especially »lnue mile, oppo r tunity 
exists beyond this age for further employment and 
associated increased pension benefits umter present 
arrangements) and finally at a& 70, mandatory 
retirement is now imposed by a large numbSr of 
employers. V 

In summary, the consequences of these policies have 
significantly reduced labor force participation by 
older workers. Xhe decline in participation which has 
Sf!?M C 2 nt J nul 25 for ? ecad «» and which was, particularly 
rapid during .the early 19T0»s has ><fen slowing, 
recently, but it has not stbpped./For men aged 55 to • 
64 the labor force participation/rate trend has 
continued slowly downward over /he past five years 
declining, to 73.5 percent in lflJO. For, men 65 and 
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over, the trend, after rapidly for many years, seeded 
to stabilize during 1976-1979 but receded further\Jh 
1980 to a new low of 19*3 pepcent. For older women, 
labor force participation r4£$s have been stable in^ 
recent years — *age' 55-6*1 - ill percent, age 65 and 
over * 8 percent* A particularly significant 
development is the rapid decline in labor force 
partiopation of black males aged 55-6 1 * over the past 
two years to the point where in 198O their 
participation was a full 10 percentage points below 
their white male counterparts. Thus, the decline in 
labor force participation among older workers has 
abated but not stopped* For men aged 55 and over the 
downward trend in participation which began prior to 
1950 is continuing; for women the trend seems -to, be 
leveling off and the rate of'decrease has sj^ed 
considerably/ Department of Labor projections^ 
indicate a continuation of these trends >throukJi the 
year 1995. However, for workers aged jBlpand j>ven, 
there is a possibility (depending upon 'efronotirc "*\ » 
conditions) that labor force part icipati'on^mly- hold . 
constant or decrease only modestly in response to\ 
continuing inflation and the increase in. the mandatory 
retirement age under the ADEA* \ 

It is generally agreed that the increasingly earlier 
availability of liberalized social security (including 
disability) and private pension benefits and a \ 
con tinuation of com pulsory retirement practices has 
T.ed~to the development and Intensification of the < 
trend of lower labor force participation at older \ 
ages* A continuation of thia^ trend into the next 

centu r y w ill ha v e t wo major c t o nsequeftce s t (a)- a ? — 

substantially increased retirement financial, support^ 
burden for a "smaller workforce; and (b) even, fewer 
opportunities for older persons to remain employed ' 
because of institutionalized early retirement r 
'practices and pension programs* 1 

There are several reasons for concern about the 
continuing decline in labor force participation by 
ol'der persons* First, the future economic position of 
an older person may be endangered by early labor forde 
withdrawal since longer periods of retirement .are now 
anticipated under conditions of sustained, inflation; 
second, earlier retirements increase the financial 
stress on both social security and private penj^eh 
plans; third, shortages of skilled 'labor could develop 
in certain -industries as could general labor 
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shortages* ana* fourth, it appears that older person's 
preferenoes for part-time employment are increasing 
but that labor demand is not suffioient to satisfy 
their ourrent employnent needs. For these reasons, 
the potential for reversing the decline in labor force 
participation and raising or eliminating the mandatory 
retirement age have beoome major public policy issues. 

The Age Discrimination* in Employment Act (ADEA) as 
amendeo* is designed to prohibit arbitrary 
dis'opimi nation in employment. based on age and promote 
employment opportunity for older workers. At present 
these, objectives must be accomplished in an 
environment characterized by increasing early 
retirement in response to ourrent public and private 
pensiorKjiolToies. While mandatory retirement prior to 
age 70 is now prohibited, few inoentives exist for 
older employees to remain on the Job, since after age 
65 i foregone social seourity benefits are generally 
not recoverable and oontinued pension aooruals are not 
assured. Thus, while compulsory retirement polioies 
oannot be imposed prior to age 70, many if not most 
.employers implioitly and explioitly anticipate. that 
few workers will oontinue employment at older ages and 
therefore provide few alternatives or Inoentives to 
enoourage such employment. The persistence of this 
pattern, ooupled with the substantial early retirement 
incentives in ourrent pension systems, may place 
limits on the rapid achievement of the goals of the 
Age Discrimination in Employment Aot unless more 
inoentives are provided for employment of older 
workers and the need for retaining a mandatory 
retirement age i a reexamined, 



Estimated Number of Employees Within Scope of the ADEA 

An estimated 73 mil Hon workers of all ages are employed by 
employers who have 20 or more employees and are, therefore, 
oovered by the ADEA* The exaot number of these 73 million 
workers who are in the kO to 70 year old age group protected by 
the Aot is not known. However, labor foroe data show that of 
the 104,720 million persons 16, years' of age and aider who were 
in the civilian labor foroe In September .1980, 39 peroent were 
JO- to fO years of age (Table 1). Applying this proportion to 
the estimated 73 million persons employed by oovered employers 
yields an estimate of 28 million persons oovered by the ADEA, 
or 7 out of every 10 persons aged H0 to 70 in the civilian 
labor foroe. ^ 
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In addition to the original coverage of the 1967 Act, the above 
estimates include the Federal, State and local government 
employees and employees of employers of 20 or more employees 
added by the 197m amendments* The 19? 8 amenfaents increased 
coverage by raising the Act's upper age^ftoverafee limitation 
from 65 to 70 in »fton-Federal employment a Mh » fc ffa na t i ng the 
upper -aie 70 coverage limitation in Federal sector coverage* 
The FedeHl sector change became effective September 30, 1978* 

New privatrsaector and State and local government coverage— 

became effective on January 1, 1979* However, certain bona 
fide executives, high policymakers-', and tenured collfge faculty 
personnel aged 65 through 69 are exempt from the prohibition 
against compulsory retirement effective January 1, 1979* Table 
1 shows that in September 1980, 1,217 million or .02 percent of 
the civilian labSF-force were persons 70 years of age and over; 
1,801 million were 65-69 years of age* Current population- 
projections ^bf persons 16 years of age and older indicate a 
relative increase in the proportion of persons in the 40 to 
under 65 year age group in the next two decades — from 33 
percent in 1980 to 39* percent in 200Q; the actual number of 
persons in this age group will increase by over 24,457 million 
(Table 2)* Those 65 to 69 years of age, while expected to 
remain stable as a proportion of the population, are expected 
to increase in number by 492 thousand between 1980 and the year 
2000* The labor foroe participation rate of persons in "the 54 
*and under 65 year age group was 57*4 perdftnt in 1979, but is 
projected in the high growth assumption to rise to 57*5 in 1985 
and 57*6 in 1990 (Table 3)* The number of persons in the labor 
force in the 54 and under 65 age group is expected to increase 
py only 83 thousan d from 1979 to 199 0* The labor force 



participation rate of persons" 65 of age and over in the high 
growth assumption of the total labor foroe is expected to 
decline from 14*1 in 1979 to 13*8 in 1985 and 13*7 percent in 
1^90j In the 65*69 year age croup, labor foroe participation is 
projected to remain atable at 21«4 peroant from 1980 to 1990*' 
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Table 1. Number and percent of persons in the 
i civilian labor force 16 years of 

age and over, by specified age 
K (roup, September 1980 s 



o 


X 

Age Group t 


x 

Number* x 

(in thousands) 

t 


Percent 




Total , c 


16U.720 


106.00 




Under HO yeara « 


63,593 


61.00 




, *0 and under 70 years 


39,908 


38.00 


» 


65 to 69 years ^*jv 


[ 1,801 


.02 „ 




70 years and over * 


1,217' 


/ .02 



Hotes beta lis may not^ad<r"to to.tais because qI rounding. ' — 

Souroei U. S. Bureau of Labor Statistics, Employment 'and Earnings . October 
I960* o 
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Table 2. Estimated distribution of the population of the United States 
16 years of age and ovep>by specified age group, 
l^cTto zyyy 

■ , (Numbers in. Thousands) 



Age Group i 


1980 

n 1 ..— w^- — 

Number * : 


: 

Percent : 


1990 
Number x 


X 


2000 




> 

Tntal 


168,335 


100 


.185,082 


Percent t 
100 


Number : 
• 204/408 


Percent 
100. 


.6 and under 25 






• 








years 


37,619 


22 

* 


31,493 


17 * • 


37,660 


18 


15 a;id under 40 




0 










y tfars 

/* 


50 ,Zu5 


30 


60,347 


33 


54,885 




»u ana unaer op 














? » years 


55,584 


33 


63,418 


34 


80*041 * 


39 


>5 years and over*'* 


24,927 


15 


29,824 


16 


31,822 g 


16 


65 to 69 years 
{0 to 74 years 


8,700 
6,793 


5 

4 ^ 


10\022 
7,782* 


5 ^ 
4 ■ 


' 9,192 ' 
8,244 * 


4 
4 


75 to- 79 years 
* 80 to 84 years 


4,324 
2,816 


. 3 

2 . " 


5,501 
• 3,639 

2>88l * 


3 
2 


'6,394 » 
4,236 


3 
2 


85 years and over 


2,294 


1 


2 


* 3,756 


2 
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Table 3. Civilian labor force and labor force participation rates, 
by specified age group, actual .1979 and projected 
high growth assumption 1985 and 1990 







Age group 


i Civilian 


labor force 




Labor force 


participation rate 


0 




; Actual 


:Projected high growth ; 


Actual ; 


Prolected hich arowfch 








, : . 1S79 


: 19B5 : 


1990 ; 


-1979 i 


1955 t 1990 










118,252 


128,123 


63.7 


68.1» 7i.i 


6 


and 


under 25 years 


^,280 


25,108 


23, $16 


69.9 


75.3 ° 79. n 


5^ 


and 


under 5^ .years 


i 63,336 


77,636' 


88,873 


78.3 


84«6 88.0 


5 


and 


under*' 65 years 


11.719 


12,205 


11,752 


57.** 


57.5 57.8 


5 


and 


over 


2,573 


3.303 


3,582 


14.1 


13. .8 13.7 



otei Projections in this table are not directly^comparable to those in Table 2. 

ourcei U. S. Department 6f Labor, Bureau of„Labor Statistics, The 1995 Labor For ce* A First Look 
Praft), Ootober 1980. . 
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II ./Research Findings 

Section 6 of ttfe ADEA Amendments of 1978 specifically requires: 
(a) an exa*lnatiop£of the effects of raising the mandatory 
retirement age to^o, ( b ) a determination of the feasibility of 
raising further or eliminating this limitation; and (c) an 
examination of the effects of the exemptions in the Act for tenured 
raculty at institutions of higher education and for certain 
executive employees. 

The studies undertaken by the Department provide information 
directly relevant to these areas of concern. To the degree 
possible', the,prelininary research findings presented here are 
organized in response to the specified research requirements. 
However, an assessment of the overall current and future 
consequences of the ADEA Amendments requires an integrated 
consideration of findings from different majt>r research areas and an 
evaluation of the overall effects of the new law through combining 
significant research results. It is therefore particularly 
important to understand the reasons for the existepce of mandatory 
retirement policies and the effects of the former mandatory 
retirement age of 65 as well as the current consequences of the new 
age 70 limit, as a basis for developing further re-commendations 
concerning the mandatory retirement age. Our findings permit such 
an overall consideration of the past, present and probable future 
consequences of mandatory retirement. 

a 

The findings will be organized as follows: 

Part I. Effects of the 1978 ADEA Amendments on Employee 

Retirement Plans and Employer Personnel and Pension 
Policies 

Part II. Effects of Mandatory Retirement on Younger Workers 

Part III. Long Term Effects of Mandatory Retirement Policy 
Options 

Part IV. Impact of ^he Exempt Executive Provision in the 1978 

ADEA Amendments 

Part V* Effects of the Tenured Faculty Exemption in the 1978 

ADEA Amendments* 

Part VI. Continued Existence of Mandatory Retirement Rules, 

Consequences of Mandatory Retirement Rules on Labor 
Force Participation by Qider Workers, Estimates of 
Response by Older Workers to change in the Mandatory 
>j8etiremenrt Age. *^ 
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• 'PART I 

EFFECTS OF THE 1978 ADEA AMENDMENTS 
ON EMPLOYEE RETIREMENT PLANS AND RMPT .OYF/R 
PERSONNEL AND PENSION POLICIES 

(63) 
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Part I 



EFFECTS OF THE 1978 ADEA AMENDMENTS ON EMPLOYEE RETIREMENT 
PLANS AND EMPLOYER PERSONNEL AND PENSION POLICIES 

Summary ^ 

The analysis has examined nine major areas: 

What factors Influence an employee's planned age of retirement? 

How do employees' retirement plans change* when an age-65 
retirement policy is extended to age 70 or lifted altogether? 

- H ow ac c u r ate Is e mpl o ye e-'Knowledge about their own firm's 

retirement policies, ttte federal ADEA Amendments, and (where 
applicable) state mandatory retirement laws? 

How have firms modified their mandatory retirement policies, in 
response to the ADEA Amendments? 

Why ane mandatory retirement policies important to firms? 

What was the pre -Amendment pattern of retirement behavior? And 
what retirement incentives were offered at the time of the 
survey? 

How nave firms modified their benefit, personnel, and other 
retirement policies. in response to the ADEA Amendments? What « 
modifications are contemplated in the future? 

< ^ 
f)o firms believe that employees will delay their retirement 
plans because of the ADEA Amendments? And what, if any, 
policies will firms change to counteract this trend? 

What do employers believe the impact would be, should a large 
number of older workers postpone retirement to age 70? And 
what, if any, policies firms would change in that event? 5 

What follows is an overview of findings* In reviewing these the* 
reader should be aware fchat the national survey of employees and 
employers was not a general survey of the workforce k but focused on 
those workers and employees who were most likely to be influenced by 
the 1978 ADEA Amendments* This. meant, for example, excluding 
federal workers, excluding persons who worked for firms with less 
than twenty employees, and restricting the sample to persons age 
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The Function of - Mandatory Retirement 

To. understand .the Impact of the 1978 ADEA Amendments, it is ^ 
necessary to understand, the role of mandatory retirement Itself 
to r .S?i?n 1 Lfr« r " ?" tHQ . interrelated iSLs, I ".ck£t$ 
iLZZll h ? I °f mandatory retirement, and a "target 

income" model to explain employees' retirement plans. , ' 

A discussion of the backstop model begins ulth the observation that 
mfS ^O^^T^ 13 far / r °* ""ivtrsal. We estimate ?ha? In tL 
*Jr*ltlll ~??° Ut 6 V Deroent of Persons surveyed had faced some 
?Q8o1 £ retirement age. By the time of the survey Itself (early 

70 or'm^. Pe H?? nt i.f sample faoed a "ndatory retirement age of 
70 or more while 45 percent faced no mandatory retirement a*e 

can be e ^;r™5 tS ( SU88eStS K tnat the "™"°n of memory retirement 
. "d" nrmS^hat'dld^f: 1 ' by COnp . arin « «~ »-t used torn device 

The likelihood that a firm would use mandatory retirement oollcv was 
strongly and positively related to the firm's size when 
parUcuJarlv^'rf 01 " ^"f Bandat <»-y retirement, al? firm™ but 
E™m«MinS y 8 t f l r ? 3 ' put Kreatest emphasis on assuring 
SI?Enfi °PP° rtun itles for younger workers. The promotion 

4 a pro 0 d n uc?i, H e"wo S r^rf? r ° ft - CUed "«"- ° f 

Together, these findings suggest a picture 'of a large, mature 

g T ing tira that prefeM t0 kee P employees for an en t re . 
career and uses-promotional ladders to retain its labor force In 
the absence of rapid firm growth, promotion Involves movement into 
already existing eiots. Mandatory retirement Is one poUcy which 
helps assure that slots will come open at predictable Intervals? 

At the same time, a fir* using mandatory retirement also uses.othoi- 

MUbn.ntn a0 5i?:;, th , i8 6nd ; FirmS try t0 reduoe retirement ages by 
Iftlrlnl i ,h f"^ 1 ? ear J? ages ° f P ension entitlement, andby . 
tnsu™ n 5. a f S ln °en"ves (eig., corttlnuatlon of health 

Ihl r ^ ire eVe " bcfore " n °"ial" retirement age. Employers 

i?L ttilZ , re " rement a 6e .limits were significantly more likely to 
also offer incentives to encourage early retirement than other 

effecti've' ISon" t0g f her * tha " ""enclal incentives were quite ■ 
errectlve. Among employees covered by a mandatory retirement rule /• 
43 percent were in occupations where employees retired* by age 61 
63 percent by ag« 62, and 79 percent by age 64. In this eontaxt 
mandatory retirement serves as a "backstop" to force out tK»l 
employees who did not respond to primarily financial Sneezes. 
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Financial incentive^ were generally effective because most employees 
form their retirement plans tftr J dugh~a~~ lr target income" model. Tn """" 
this model, an employee wants to retire as early as he can, subject 
to the condition that he will have an adequate retirement income. 
Thus, retirement decisions are heavily influenced by the age of 
pension entitlement, the age of social security entitlement, as well, 
as the behavior of peers. But while this* model holds for many 
persons (particularly men), it does not hold for all persons. If 
the firm wants to assure a predictable rate of Job openings, 
mandatory retirement can be used to increase retirement rates. 

For example, we apply a target income model to men who believe they 
face mandatory retirement at age 65 and show that about M percent 
say they plan to retire after age 65. But were these same men faced 
with a retirement age of 70 or above, we estimate that 2U' percent 
would want to retire after age* 65 (though most would retire by age 
68). \ 

In summary, mandatory retirement rules arte not used by all firms, 
and where they are used few workers are aurectly affected, 'feut a * 
significant majority of workers /in large firms are subject to an age 
limit, primarily to "assure" that lines oA promotion will remain 
open. ' I 

The Short-Run Impact of the ADEA Amendments 

In assessing »the impact of the ADEA Amendments, it is useful to 
separate the shortgun and long-run effects. In the short run, the 
amendments had their most direct impact on the behavior of firms — 
particularly firms* mandatory retirement policies — and a much 
smaller impact on the plans of employees. In the long run,, this 
balance may be reversed. 

Fifty-three percerft of employees sampled, in the survey worked for 
firms that had changed their retirement policies "in the last few 
years'**. In almast all cases, (82 percent) these changes have arisen 
in who^e or in part from the ADEA Amendments* Most of these recent 
changes attributed to the Admendments involved moving from one 
mandatory retirement age to a higher one, while relatively few ^> 
changes involved abandoning a mandatory retirement age altogether. 
This reaction suggests th£t by the late 1970*s, most employers who 
retained mandatory retirement policies did so by conscious choice. 
When these employers were forced to^l iberalize their retirement 
policies, they did the minimum amount necessary to be in compliance 
with the law to as to reduce the policy's effectiveness as little as 
possible. 
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The Amendments' short-run impact on other aspects of firm behavior, 
was relatively weak. For example, it has often been asserted that a 
relaxation of mandatory retirement age would result in a more 
widespread use of performance evaluations as an alternative way of 
removing people from jobs. The survey suggests, to the contrary, 
that the incidence of performance evaluations was already highest in 
firms that have mandatory retirement rules, those with such rules 
*;ere no more likely to have stricter evaluations in the. future 
Thus, the two policies serve as complements, rather than * 
substitutes, for each other. 



It was 
accrua 



i also anticipated^hat firms (would discontinue •pension 

-Is for workers over age 65. However, only 6 percent of 

employees currently permitted to continue accruals have employers 
who would suggest such a move. p v 3 

Although at least half the short-run changers had been made by the 
time of the survey, the results suggest that nearly all the employer 
response has been, and will be, in the direction of providing more 
encouragement for employees to retire by liberalizing existing * * 
benefits, adding types of benefits, and shifting costs more toward 
the company. A maximum of 15 to 20 percent of surveyed older 1 
workers either have been, or soon may be, affected by employer 
policy changes. Most of the future benefit liberalizations being 
considered were in response to factors other than ADEA. 

The ADEA Amendments 1 short-run impaction employee retirement plans 

was very weak, a conclusion that arises form several pieces of 

data. First, only 15 percent of the survey ~resTorTdents could 
correctly identify the amendments' barring of mandatory retirement 
before age 70, while only 8 percent of the'respondents in Maine, 
California and New Jersey could identify the parallel laws that 
II S !r£JL in their atate3 - B y itself, this data means little since 
the ADEA Amendments might be affecting persons in<Mj«ttly through " 
changes in firm policy. But in practice M only 11 percent of the 
sample report having made a recent change in 'their Retirement plans 
for any reason. About one-third of these actually decreasetf-tfteir 
retirement age and only one-tenth of these'increased their 
retirement age explicitly ^because of the ADEA Amendments, 
i 

Finally, the survey contained an "experiment" to see whether people' 
ahpa imS^Lf t H Planned retirement age upon being informed of the 
ADEA Amendments' details. this" experiment,, about 8 percent of 
the respondents did increasevtheir reti rement^age from 65 or less to 
00 or more. But an equal proportions of the sample decreased their 
retirement age. And a person's increase or decrease in planned 
retirement age had nothing to do with whether the person thought he 
faced mandatory retirement^ 65, mandatory retirement at 70, or no 
mandatory retirement whatsoever. -In fact, the biggest change in 
retirement plans stimulated by the experiment was an increase from 
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age 62 to 65, a change anticipated as most likely by personnel 
officers* (About three-quarters of all respondents in the 
experiment left their retirement age uHfehanged)* 

These data are consistent with the idea that most people have 
devoted at least some prior thought to retirement and the^r plans 
are based on their conceptions of their employers 1 policies* While 
these plans may change in the long run, they will not be* v changed 
immediately by being informed of the new age 70 mandatory retirement 
provision. * 

In summary, the ADEA Amendments had a significant impact on 
increasing the mandatory retirement age of some firms, but it had a 
relatively small impact on other aspects of firm behavior, and it 
had only a very limited impact on employees* retirement plans* 

The Long-Run Impact of the ADEA 'Amendments 

In the long run ,* the impact of the ADEA Amendments on employee plans 
may be somewhat larger and this*, in turn, may induce employers to 
change their policies* Our analysis of the retirement plans of men 
showed significant differences between men who believed they were 
covered by an age-65 retirement rule and men who faced a retirement 
at 70 or above* On average, the second group retired two years 
later than the first with one quarter of the cohort wanting to 
retire at age 66 or age 67 * Over time, as all men became aware that 
they can work to age 70, we would expect retirement dates to be 
delayed* (We do not expect this to happen for married women since 
their retirement decisions appear to be planned Jointly with their 
husbands and those women are, on average, two years younger than 
their husbands)* 

For the present, most employers expect little change in employee 
retirement behavior, either because that behavior is governed by 
continuing financial incentives, or by normative expectations* * 
(rather than mandatory retirement rules)* But should retirement 
ages increase, the most common employer response will be to increase 
retirement incentives* • 

A significant minority of employers, most likely those with the 
strongest interest in controlling retirements, appear willing to pay 
for their preference with better retirement benefits* This apparent 
willingness to bear higher labor costs may, however, be based on %he 
belief that the marginal 'cost will not be great, since relatively 
few employees will delay retirement in the wake of higher or no age 
limits* 

The picture could change dramatically should other majoj* changes in 
federal retirement policy occur, such as 'raising the social security 
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retirement age from 65 to 68. It is not at all clear whether \ 
employers interested in controlling retirements will accept the « 
res ult ing older re tirement ages, or w ill assume the cost of \ 
replacing, ail or part of »£he lo~st social security benefits with i 
supplemental payments. , } 

(Note* Th,e research data utilized tor evaluating Jhe effects of 

the ADEA Amendments of 1978 on employees and employers are 
derived from the Rational Survey of Employee and Employer 
Response to the 1978 ADEA Amendments. This survey included 
6100 randomly selected employees aged 110-69 covered by the 
Age Discrimination in Employment Act and 5800 employers 
identified by these individuals* The employee sample is 
representative of the universe of employees subject to the 
ADEA. Due to the fact that persons working -for^rms with 
fewer than 20 employees, in hazardous occupations or 
federal employees, were excluded from the sample (and are " 
not covered by the AQEA) the employer sample is weighted 
toward larger firms fcith some overrepresentation of 
manufacturing, professional services and transportation 
industries. Employees were interviewd by telephone} 
employers received separate mail questionnaires* in the 
areas of personnel and pension policies.) 

Analysis of the survey is divided into two parts. The first part 
■ examines the -impact of raising the mandatory retirement age on 
employees 1 planned retirement ages. This is done in the context of 
a more general model in which an employee's planned retirement . age 
depends on his income, his-pension coverage, his social security 
coverage, and other factors as well as any. mandatory retirement age \ 
he may face. 

The second part of. the analysis examines the impact of raising the 
/mandatory reti rement lage on the behavior of firms. This question 
Jias several specific dimensions. Jo what extent are firms in 
compliance with the amendments? How many firms changed their 
pension and benefit policies in* response to the amendments? To what 
extent do -firms expect j||rker behavior to change as a result of the 
amendments* And how wfflr firms respond if worker behavior, does 
change? 

Detailed overviews of major findings are presented. * 
Analysis of Employee Retirement Plans 

In this section, we analyze the survey data to measure the impact of 
the 1978 ADEA Amendments, on employee retirement plans. We do this 
in two ways. The first involves, simulations based on regression 
analyses of the survey data. The second involve^ analysis of an ' 
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"experiment 11 Hn the data itself. These analyses are explained more 
fully below. , K 

Note that we do not propose to analyze the data through direct 
tabulations — which actually count how many people want to retire 
before age 65. Such' tabulations are misleading because people tend 
to delay their planned retirement age as they grow older.- 



For example, the regression analyses for men,*show that one 
additional year of age causes a men to increase his planned 
retirement/ age by about three months. The survey ^sample contains 
men ages TO and older. To analyze the impact of the ADEA 
Amendments, we need to look not at thefr current retirement plans, 
but at our estimates of their retirement plans when they reach age 
59. The regression-based simulation is Resigned to make these 
estimates. ^ 

The experiment, referred to above, arises in the following way. At 
the beginning of the survey, employees are asked about the age at 
which they expect to retire. Later, employees are informed about ^ 
the ADEA Amendments and the fact that they cannot be forced to 
retire before age 70. They are then asked to give their retirement 
age a second time, taking the ADEA Amendments into account. The 
comparison of the initial estimate and the reestimate, *after hearing 
about ADEA, creates an "experiment" to measure the Amendments* . 
impact. \ 

"4 

Principal findings are summarized as follows:' 

Men who believe they face an age-6 % 5 retirement policy plan 
to retire, on average, at age 62. Had the s^me men faced a 
• c retirement policy of age-70 or above, we estimate that they 

•would have planned to retire, on average-, at age 6U. 

When men are faced with an age-65 retirement policy, we 
estimate that by the time they reach age 99, about 4 
percent of the cohort will want to r^tirVat age 66 or 
higher. Had the same men faced a retirement policy of 
* age-70 or above, about 2U percent of the cohort would, have 

wanted >to retire at age 66 or Jiigher though most <*f these 
^ t would ^have retired by age 68. 

- ^ The survey data on single women is too unstable to give 

reMable inferences of the impact of an age-65 retirement 
on qheir behavior. « 
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- * When married women arKfaced with" an age-65 retirement 
policy, we estimate tnat by the time they reach age 59, 
fcA about 1 percent will want to retired at age 66 or higher. 

Had these same women been* faced with a retirement policy of 
r age-70 or aboves about 5 percent would have wantd to retire 

at age 66^ or hlgherC" This relatively small impact anises 
* in P # art fcom the fact tnat women key thfcir retirement^ 
*4eci*slqns to the decisions of their husbands and women are, 
o on average*, about- twf years younger than their husbands. 
_/ This means most couples will retire, at «an age that will not 
~ o brl£g the wife into contact with a 65-year old limit. 

Irf practice, 10-15 percent of all sample respondents knew 
* fe£,the existence of a federal law which .moved the mandatory 
# retirement age from 65 to 70. In Maine, California, and 

o <. New Jersey ,^bout 8 percent knew of the existence of state 
laws which changed mandatory retirement ages. 

Employees were much more aware 6f the mandatory or expected 
retirement ag.es in their firms. In firms that had had no 
recent Change in retirement age policy, 57 percent of men 
and 48 percent of women correctly^ ident if ied the firm's 
retirement age (or the absence o£ any retirement age) while 
10-15 percent of both groups did not know their firm's 
policy and 20 percent of both groups identified a policy 
that was top restrictive. In firms that had made a recent 
policy change (within the last year), about 35 percent *of 
>aen and 26 percent of women could correctly identify their 
firm's policy while about Jp percent of both groups 
identified a policy that wTs too restrictive. 

When sample respondents were informed, of -the 1978 ADEA 
Amendments, only about 8 percent chose to change their 
retirement age from 65 or less to 66 or more. An equal 
* number chose to reduce their planned age of retirement 
while about three-quarters of all respondents left their 
planned retirement age unchanged. We believe this limited , 
result indicated that retirement plans are not something 
people will quickly change in an interview format. Over 
time, we expect resttlts. tq be somewhat larger, particularly 
. * a fop men, as described above. 

The remainder of this Review is divided into five sections: Section 
f review^ employees' responses to two questions on their planned age 
of retirement? Section 2 reviews employees' knowledge ^of their 
firm's retirement age policies; Section 3 estimates the determinants 
of an employee's planfflsd age of retirement and constructs simple 

simulation*^ to investigate the impact of mamla-tor y retir e ment i 

Section 4 examines changes in employee retirement plans when' they 
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are informed oV the £978 ADEA Amendments; Section 5 contains a brief 
conclusion. 

!• An Employee 1 a. Planned Retirement Age 

Throughout this section we are concerned with explaining, the^ 
determinants of an employee's planned affce of retirement? Fort this 
reason> ve begin with a description of the retirement age variable 
itself. ' * 

Table 1 contains data for men, stratified by age, oji the amount of 
-thought^they have given to retirement and whether they anticipate or 
guess their retirement age. The data show that between 75-and 80 
percent of all workers have give* at least some thought to 
retirement, a proportion which does not vary ouch by agje. The 
proportion of men who have settled on an (anticipated) Retirement 
age varies slightly more with age, increasing from 59 percent for "* 
men under 50 to 68 percent for men over 50. 

Our analysis of these responses raised Jtwe^tssuesi the meaning of 
retirement, and differences in guessed and anticipated responses. 
We address the meaning of retirement first/ E3.01, the question in 
the employee questionnaire that begins the retirement age section, 
-refers to "how ojd you expect to be when you retire — either from 
where you now work or f rom v a future job." At the same time,\ 
question E3.20 asks: 



/ 



E3.?0 «• As of now, Mo you expect that you will stop 

working comi\letely when you reach .-retirement age 
or not? 



Table 2 below contains the distributlfott^Qf res Pop*e"3 ^fl Tth i s 0 
question for men ages 5^ or less, cross-^tstbuitfl^d by^fcVsed or 
anticipated retirement age. The data show that most meni regard'less 
of retirement plans, .expect to keep working to some extent after 
their "retirement." This indicates that most respondantsx^ 
Interpreted retirement to mean leaving a "main jobJ^Cpension 
acceptance— rather than a stopping of work. As wrproceed to 
analyze the determinants of a person's "retirement" .age, this 
meaning of 'retirement should be kept in mind. > 



2. Employee Perceptions of Retirement Policies* and Retirement Law 

/In this section, we examine an employee* s knowledge of p 0 
I retirement policies and retirement law. We are Interested in 
three specific items: 
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Table 1. Distribution of Anticipated ffuMnrH Pfrfrrrrrnr 




Ates by Aoount of Thought Civen 


to Retirement 




for Men* 


4 




Ages 39-50 
(N - 1264) 


Devoted at Least Some 
Thought to Retirement 


Devoted Little or 

No Thought to -Retirement 


a* 


Anticipated 
Retirement 


59Z 




** 


Guessed st 
Retirement 


17Z 


24* 


• • 


« 




Total - 100Z 


(8) 


Ages 51-60* 


Devoted at least Some 
Thought to Retirement 


c 

Devoted Little or 

No Thought to Retirement 


• 


Anticipated 
Retirement 


68Z 






Guessed at 
Retirement 


14Z 


18X * 








» 

Total - 100Z 


(C) 


Ages >60 
(K -.406) 

» 


Devoted at least Some 
Thought to Retirement 


Devoted Little or 

No Thought to Retirement 




Anticipated 
Retirement 


68Z 




• 


Guesaed at 
Retirement 


- 12Z • 


* \ 20Z • 



•Total - 100Z 
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Table 2, iMpontu of Hen. Ates 39-34. op the Qmitlro 
of Whtthtr Thar Plan to Stop Working Completely 
After They toich Retirement Ate 



Anticipated or 
Guessed Retire- 
nent Ase 


Nuaber of 
Responses 




Proportion VTho Plea 
to Keep Working After 
"Retirement" 


55 or less 


277 




68Z 


. 56-65 


683 




55X 


66-69. 


5 




80Z 


70 end above 


28 




75X 



What does the employee know about the retirement age in his 
own firm? 

What does the employee know about the 1975 ADEA Amendments? 
What does the employee know about age discrimination laws 
in his own state? (This question, was asked only for 
residents of New Jersey t . Calif ornia, and-Maine)." 

A priori , we assume that the employee's knowledge is most 
accurajte on tbt policies of his firm. This implies that the 
ADEA Amendments work fif they work at all) indirectly by 
affecting employer policy which then influences employees. The 
tabulations presented in this section support this assumption. 

The data in Table 3 show that about 10 percent of merT^and 17 
percent of women do not know whether their employer has an 
expected (or mandatory) retirement age, while 27 percent of men 
and 22 percent of women indicate a retirement age of 65 or < l 
less. The remaining three-fifths of the sample indicate their 
firm has a retirement age for their occupation of 66 or more 
(concentrated at 70) or no retirement age whatsoever. 

In Section 3 we examine the extent to which these percetpions 
influence employee retirement plans. For the present, we * 
acknowledge that they may have some influence and this leads us 
> to ask how accurate the perceptions are. To begin to answer 
this question, we cross-tabulate employee responses with the 
responses of the personnel office in the employee *s firm. A 
priori , r we believe that policy changes take time to filter down 
to employees— particularly younger employees— and so we would 
expect the accuracy ,of employee knowledge about retirement 
policy to depend on whether or not the change was recent. 

Table 4 compares the employee's response v and the personnel 
officer's response to the existence of a mandatory retirement 
policy* Included in the* table is the percent of employees who 
correctly identified their employer's policy. The data show 
that 60-65. percent of men and 50-55 percent of women correctly 
identify the existence (or non-existence) of a mandatory 
retirement policy in their firm. This percentage is slightly 
lower in firms that have made a recent policy change, but, the 
differences between firms that have and have not" made a recent 
change is not sharp. For example, -one mistake of importance to 
this study is an employee's perception that his firm has a 
mandatory retirement age when, in fact, it does not. Where 
firms have made no repent policy change, about 18 percent of men 
and women make this mistake. In firms that have made a recent 
policy change, only 9 percent- of women and men make this 
mistake. (The reason for this surprising outcome emerges in 
Table 5») Firms that have made a recent policy change are 
typically firms that had a mandatory retirement age of 65 and, 
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Table 3.' 
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Employee Perception of Firm's 
nanaafcory or txpected Ketifemcnt Age 
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59 
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63-65 




834 . 


• 405 ' 










66-70 




719 


335 










> 70 


/ 


21 


7 










^ Ko Retirement Age 




1486 


991 
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Don't Know 




335 


373 
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3502 


2174 
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'Table A. 
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; T«kl#^, - Suain of Accuracy of Baployee Perception* 

of Pitas' RetiTeaent^Policy 

- N 





m 




Firms With 
No Recent 
Policy Change 


Firms With 
A Recent 
Policy Change 




A. 


Hen ' * 

.Correctly States Kandatory 
Retirement Age 


1AZ ^ 








. , Correctly, States the Absence ' 
of Kandatory Retlreaent Policy r 


' 43Z . 


7Z 






Gives a kandatory Retlreaent 
, Age That Is Too Low \ 


> 








Clves a Kandatory or Expected 
, Retlreaent Age When No Mandatory* 
Retlreaent Exists 


. 19Z 


8Z 






Don't Knc* Firm's' Policies 


9Z " 








All Othej[ 


7Z 

* 100Z 


23Z 
1Q0Z 








K - 1128 


N ■ 85* 




B. 
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Women 

Correctly States Kandatory 
Retlreaent Age 




19Z . * 




9 


Correctly Statea the Abaence 1 
of Kandatory Retlreaent Policy 


36Z 


7Z 






Clves s Mandatory Retlreaent 
Age That la Too Low 

f 


8Z 


0 

23Z 






Clves a Mandatory or Expects^ 
Retirement Age When to Mandatory 
Retlreaent Exists 


• 18Z 


ioz- * 






DoVt Know Firm's Policies, 


16Z 


1AZ 

* 






All Other 


10Z 
100Z 
K - 793 


271 
100Z 
N - A47 






9 

* * 

* 

V 


« t» 
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in response to the ADfeA Amendments/ increased it. But did "not 
abandon ^it. /In these^firms, most employees know that there is 

* a mandatory retirement age (Table 4) but relatively iarg& 
numbers of employees believe that the age is lower than ii 
actually is (Table 5). 

Table 5 expands on Table 4 by examining data ori mandator f 
retirement ages as, well as the existence of a mandatory 
retirement policies per se. Herje, the impact of recent employer 
policy changes is more evident. In firms that have made no 
change in retirement policy, 5f percent of men and 48 percent of 
women accurately described their firm's policies, correctly 
v identifying* either the retirement age or the. absence of any 
retirement age. Conversely, 26 percent of both men and women 
perceived policies that were too restrictive,' Either they 
identified a mandatory (or expected) retirement policy wfeere 
none existed, or .they identified a retirement age that w§I too 
low. 

Where a firm magle a recent policy change, overall employee 
accuracy declined. The proporation of employees ftho correctly 
identified their firm's retirement age (or the absence of a 
retirement age) dropped fi»om 57 percent to 34 percent for men^ 
and 'from 48 percent to 26 percent for women. Conversely, the 
.proportion of the sample erring by identifying the policy as too 
restrictive rose, from 26 percent to 35 percent for men and fnpm 
26 percent to 33 percent for women, (Note also that among films 
with recent changes, about one-quarter of both men and women * 
^thought their firm's retirement ages were higher than they . 
actually were. These observtions are grouped under All Other)- 

Table 6 recomputes Table- 5 for workers over 55. A priori , we 
would expect older workers *>tf be more familiar w if h employer 
retirement policies, but the proportions in Table 5 (all 
^wprkers) and*Table 6 (older workers) are quit.e similar. 

To summarize the data in Table 5 and 6, we assume that over 
time, employees become more familiar with recent policy changes 
and the accuracy of their descriptions reaches the accuracy in • 
the rest of the sample. Given this assumption, the survey da ta 

* Indicate that about three-fifths of ali men and one-half of all 
* women have an 'accurate picture of their firm's retirement age \ 

(or the absence of that age; -while one quarter of both men and * 
women believe their firm's retirement age is more restrictive * 
. than It Is T ~ — ; z - 

At the openingof this section, we argued that employees should 
have better knowledge of their firm's policies than of relevant 
federal and state law. We now investigate this proposition 
directly. At the time of the survey, three .states— New Jersey, 
California, and Maine— had laws prohibiting an age 65 mandatory 
retirement. , ' 
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* As shown in Table 7, knowledge about the existence of sta^e laws 
; in New Jersey, California and Maine is limited* Among survey 

respondents who lived in those states, only 5 pei*c**t -&T men and 
b percent of women said laws existed* which precluded a firm's 
forcing retirement before age 70. Eighty-eight percent of men 
^ f and percent of women said they either did not know about suoh 
v # a law or that no such law existed. 

Knowledge about federal. laws was somewhat higher, with 15 
percent of men and 9 percent of women knowing that federal law 
prohibited a firm from forcing retirement before age 70. (Table 
« fc u r ?' t00 * however > there was much incorrect information, 
<>u 71 Percent of men and 82 percent of women saying that 
either they did not know- of such a law or that now such law 
existed " ' - ~ 1 1 * 



show 



5d. Similar tabulations restricted to workers *55 and older 
similar results. 

We opened this section with the' proposition that employees were* 
far "better informed about firm policies than ffbout state or 
federal law. The tabulations indicate the proposition is 
correct, and also showed that significant numbers of employees 
do not know, or are misinformed about actual firm policies. 
Nonetheless, when we turn to estimating the determinants of 
employees* retirement plans, it is more reasonable to link these 
plans .to employees' perceptions of firm policies , rather than to 
firm policies themselves. . 

Estimat ing the Impact of Mandatory Retirement Rules 

In this section, we utilise survey data to estimate the impact 
of mandatory retirement rules on individual retirement plans. 
The sample is divided into tfwo groups: x 



t 

(A) 



(B) 



Persons who say they face an expected or mandatory 

retirement age of 65 or less. 

Persons who say they face an expected or~mandatory 

retirement age of 70 or more (including no mandatory 
v retirement). /• 

We use each^group to estimate a separate model of tfte 
determinants^* a person's planned retirement age where these 
determinants Include the person's demographic characteristics, 
his financial circumstances, and certain characeristics of his 
firm s pension plans. We assume that when .this model is 
estimated for.persons* in Group A, its coefficients embody the* 

iKJJiSfi. 5°i n8 3 retiremen J a « e of 65 or less. When the model 
is estimated for persons in Group B, Its coefficients embody the 
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Tabic 7. 



Knowledge of Stiti Age Discrimination 
Lava Among Residents of Hew Jersey, 
California and Hainan 



E3.26 To tha bast of your knowledge, does the etete in which 
you work have a law about employers making their workers retire 
by e certain age? 
T 

E3.27 (if yea to E3.26) According to the state law, what is 
tha earliest ege et which you cen be sade to retire? A * 



(combined responses to both questions) 
Hen 



No Law or Don't 
Know About Law 

Tarn, There is 
A Law 



Don't Know .Age 
Age < 70 
Agt 70 $ n 
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, , 842 


42 


12 


,» 




52 


62 


1002 


1002 







<20 
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fab»le 8, Knowledge of Federal /fee Discrimination 
Laws Among All Sample Respondent's ^ 





£3 . 2£ Ad to the best of^your knowledge, does the federal 
government have a law abput employers making their workers 
retplre by a. certain age?' * i 

! * A 




£3/30 (if yes to £.29) 
wftat is the earliest age 


According to that federal law, 
at which you can be made to retire? 
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/ (combined responses to both ^questions) 




/ * ? 


Hen 
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/ Don't ,Knov- » 
/ "* ■ 


♦282 k 


412 * * 




/ Yes, There is ' 

•., V 1 \ 


*• *3t . 

t * 


412 ^ 
12, 




; Don't Know Specific 
' Age ^ 


52 




Age 65 or Less 


82 


72 




Age 70 


152 


92 




More TJian 70 


12 








1002 


1002 \ 
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impact of facing a retirement age of 70 or more,. We ttten *use * 
the two estimated models to estimate two, separate, 
,distr ibutions of retirement ages for the same people , a ~ v 
comparison of these two distributions gives the impact o-fJak, ^ 
age-65 retirement rule* We hypothesize a simple "target income^ 
model in which many men want to retire in their early sixty's, 
subject to the constraint that they have an adequate income at 
retirement* If the model is correct, *and if most men \n the 
aatffcle 'have adequate sources of retirement income, e\ten a 
mandatory retirement age of 65 will not pose a binding, 
constraint in many cases'. 

* * - 

To test this model, we begin with independent variables 
describing the individual's demographic characteristics , his 
financial circumstance's, and certain attributes of his pension 
coverage. Demographic characteristics include the indiv4 dual's 
age, educatL&n, the presence of a,child who 5 is less than 12, 
tenure on tie current job, and a variable* denoting persons who * M 
are professional, technical or sales /white collar) worker*. 
Financial yircumstance variables include the 'level of retirement' 
inco.me from all sources which the p.erson expects to 'receive, « 
variable identifying ^people who are" reasonably confident that ' 

"their retAremeht Income will provide a comfortabfe- living, a 
variable [identifying people who expect to receive social 
security,! and a variable identifying peoale'who own their own 

^home. The description of the" person's pension situation is 
based on a set of s*x, mutually exclusive (0,1) variables to * 
describe the following situations: 

- No pension » *, 

- t Unsure of pension coverage ^nd/of entitlement age 

'Covered by a pension and ful-L beneTi-ts at 60 



• v *v r Covered by a pension anjl full benef at 61-62 
j- Covered by a pension and, hill benefits at 63-65 

Covered by a pension and full benefits at 66 or more. 

Begresslons explaining planned retirement afce for me,n appear ifi 
Table 9. The sample of men is divided into two groups: those, 

o. say their flrm_has a mandatory. or__expected retirement age of 
65 on^less (column A) and those who say their firm has a 
retirement age of 70 or more (co lumn B). In most respects, the 
two regressions are similar, - andT support the target income model 
sketched above* In what follows we discuss those results that 
are statistically significant. 
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T«bi*,$. lgggisg tnuini** aam 
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The .coefficient on expected income-is between -.3 and -.4 which 
oeans that each extra $2,000 of expected retirement income 
causes a reduction in planned retirement age of about one 
month. TnT" "coeTfTc lent on the comfort provided by this income 
lies between, -.5 and -1.0. This means that persons who are 
reasonably confident that their retirement income will provide 
N them with a comfortable living will retire six months to otfe 

year earlier than other people who don*t have this expectation. 
*The coefficient on expected social security receipt lies between 
3.0 and 4*0, and tlpis means that persons who^expect to receive 
^ social security will postpone their retirement by three to four 
, • years, all ot he nothings ^constant. This postponement is 

consistent with an- idea of target income model in which men 
> would like to retire quite early but will keep working until 
°they can retire with social security. 

Similarly, persons covered by a pension which prdVicJes full 
benefits at age 60 retire between two and two-and-one-h Af years 
before workers who receive full pension benefits at age 65. 

Certain demographic variables have similar impact across both 
equations as well. In each equation, one additional year of 
tenure on the job (holding age ' constant) reduces planned 
retirement age by a ^little more than a month, a relationship 
which may reflect the role of years of service in determining 
the level of pension benefits. 8 Being a professional, 
technical, or sales workers causes ppstponement of retirement by 
about a year.- Certain other variables (e.g., having'a ehild 
under 12) JJte significant in' one equation but not the o,ther. 

What difference does a mandatory retirement rule of age 65 or 
less have Qn planning a retirement age? 

In this methodology, we assume that the estimated coefficients 
of the Group A regression in Table* 9 embody the behavior of 
persons faced with an agg«65 retirement, while the estimated 
coefficients of the GroufTB regression embody the behavior of 
persons faced with a retirement age of W^s-^above. By applying 
the Group B coefficients to persons in yfiroup A, we can estimate 
• what their retirement^plans would have/been had they not been 

faced with' reti rement age of 65. Similarly, by applying Group A 
coefficients to persons in Group B, v>e can estimate what their 
retirement plans would have been had they been faced with a - 
retirement age of 65. By comparing these counter-factual — 
distributions with the actual distributions, we/Can estimate the 
impact of mandator^ retirement. 

* 

8 • 

We investigated a number of other explanations of ttfe significance 
of Job tenure without success. ^ • 
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Table 10 contains the distribution of retirement ages for the 
*U3 men who said they faced a retirement age of 65 or less. 
Column A' of the table contains estimates of the men»s planned 
retirement ages when the men themselves reach age 59. The 
estimates assume that the men continue to face an age-65 
retirement. Column B of the table contains estimates of the 
same men's retirement plans at age 59, assuming they faced a 
retirement age of 70 or above (including no mandatory 
retirement). 

The differences in the two distributions are significant. The 
estimates in Column A show that aging the sample to age 59 
(while retaining an age-65 retirement policy) increases their 
planned retirement age by about 2 years. But only 4 percent 
have planned retirement ages 66 or more. By contrast, Column B 
shows the plans of the same men assuming they face a retirement 
age of 70 or above, and here, 22 percent of the men plan to 
retire at ages 66-69 (with most retiring at 66 or* 67). 

These results are consistent' with the target income model 
postulated above. For most men, the combination of the desire 
to retire at an early age, coupled with current pension and 
social security entitlement ages mean they will want to retire 
at 55 or less. An age-65 retirement rule does not influence 
™%\ r behavior. But for a significant minority of men (e.g.. 
20%) > an age-65 r ule does limijt behavior and tlielr retfreme nt 
decision would be postponed by; one or two ye ars if the rule ttere 
relaxed . p 

Table 11 performs similar calculations for men who actually 
faced a retirement age of 70 or above. Similar differences 
emerge. Column B ofjable 11 shows the estimated distribution 
of planned retirement ages when the men are "aged" to age 59. 
We estimate that 24 percent of the men will plan to retire at 
age 66 or above (with most retiring at age 66 or 67). Column A 
of Table 10 reesUmates planned retirement ages assuming these 
same men faced retirement at age 65* Here, only 4 percent of ' 
the men have planned retirement ages above £5. * 

to better understand the results, note that in Table 10*, the 
retirement plans of persons in Column B are about 2.2 years 
higher (on average) than the retirement plans in Column A. 
Recall that these two columns represent the retirement plans of 
the same people (with the same independent -variable^) estimated 
•using two different regression equations. Thus, the 2.2 year * 
postponement of retirement plans comes from differences in 
behavior induced i>y facing an age-65 retirement, rather than 
from any differences i nten sion coverage, occupation, or other 
independent variables 
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Table 10. Simulated Retires en t Plans of 

Ken Who Face 65-Year Retirement * 

Rule (Men in Croup A In Table 11-14) ^ 





\ 

Aged Distribution 
of Actual Responses 
(Assuming Men Are 
All Age 59, Rather 
'Than True Age>* 


Distribution - 

t Atlimfno Wen * 

Were Facing 
Age of 70 or 

4l4/W9f -AJibslBaT 

The- 65 or Less 


< 59 * 


8.4 


\ 1.6 


< 59 


8.2 " 


2.2 


60 


11.1 


4.8 * 


61 


15.7 


3.4 


62 


21.8 


12.1 


63 

* 


15.5 


„ 15.0 


64 


10.2 


19.1 ' 


65 


5.1 : „ 


16.5 • 


66 


2.9 . * 


% X*.5 


67 


1*0 y 


6.8 


68 




3.L 


69 




.7 




y " 1002 


1002 


Mean 


61.6 Tears 1 


63.8 Tears 



*Based on Croup A Regression in Table 11-14. 
**Based on Croup B Regression in fable 11^14. 
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table 11. , Slaulated Retirement Plans of Ken 
Who Fact Retirement Rule at 70 
or Abov^ftlen j n Croup B In Table 11-14) 



A 



Reestimated Aged Distri- 

Dlstributions butlon of * 

Assuming Men . Actual Responses 

Were Facing ( Assuming Men 

Retiraent Age Are All Age 

* of 65 or Leas 59 Rather 

. • Rather than- \ Than True 

. * 70 or <Above * Age) ** 

1 +- " — 

< » . 1.0 

I 59 * 8.8 * 2,0 

,60 » 11.9 ^ '5.4 • < 

61 , , . 14.6 * , 6.7 

62 17,0 11^3 
« . . 16.3 ^ 13.7 
64 , 11.0 17.3 
45 * 6.7 * 19.1 
.« I 3.5 * * -* 12.6 

,6? .3 % * - 8.5 

68 * 2.4 
69 



100X ^ ioox 

/ - * i 

61.7 Teara „ 63.9 Years 



*Baaed on Croup A degression In Table 11-14'. 
**Based on Croup B Regression In Table 11*14. 
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yThe magnitude o$ tirtise differences can be 'seen by comparing the 
'estimated plans of person's wh6 actually faced such a rule 
(Table 10, Column* A) with person's who actually did not face 
such a rule (Table 11, Column B) and aga>n, ehe second "group 
wants to retire about 2*3 years later^han the first, 

In summary, the perception -ef an age-65, retirement rule reduces, 
the average* plann/a age of retirement by about, 2.2 v years an"& 
decreases. th£—traiaber of men expecting to retire after age 65 by 
about 80 percent. * < . 



- m - • \ i ' 

* .Because these results are retirement plans , rather ,than actual 
■ retirement behavior, they should be treated with,caution.» 
Nonetheless, it should be noted that they are broadly consistent 
with the results of other parts of the study whieji were, based on 
actual, pre-ADEA behavior. I,n one set of estimates based on the 
Retirement H.sltory Survey, we examined the retirement behavior i 
of workers aged 62-64 in 1973 who were faced with (mandatory \ 
retirement. The findings show* that over the next \two years, 81 
percent ^of this group had actually retired while* they estimate 
that about 60 percent of the group would have re^ir^d had the 
^group not faced mandatbry jretirement. When we-. examine similar 
Statistics from Table 10 we find that t among workers. aged 62-64 * 

who face an age 65 retirement, 71, percent will retire over the 
■ next two'years, while 45 percent would retire if they did not 
face mandatory retirement. In both casesi' facing [an- age-65* 
retirement increases the number of reti rements »amoiig the grouty 
by about 20-25 ffercejitage points^ 



mcrea 
D-25 fe 

f ' ' \ \ 

To this. point-, we have argued that differences in Gijoup A' and 
Group B retirement plans come from facing* (or not pacing) an 
ag^-65 retirement. Before leaving these results, it\ is worth 
examining a few of the details of this, relationship. In 
particular, our model contains two potential incentives for 
retirement at a young age: a variable describing full pension 
entitlement at age 60, and a variable desdribing the presence of 
early retirement provisions. As shown in Table 9, thte impact of 
fcoth^variables is larger whei> the individual is faced{with 4n 
age-65 retirement age (Group A) than when he is not (Group B) . 
In the Groupy-A equation, pension- entitlement at age 60 reduces 
retirement age by about 2.6 years compared to 2»1 yearns for 
Group B. Similarly, early retirement provisions in the pension 
plan cause retirement ages to be reduced by one year in the , 
Group A equation, but have* no impact, in Group B. These results 
indicate that a mandatory retirement age affects. not only 
retirement at that age, but incentives in the yearsf leading*up 
to that age as well. 



* I. 
For example, all of the men in Group A say they face^an age-65 
retirement, but by law, this is illegal. . ' 
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In determining the retirement plans for single women, we must 
conclude that est imates of t h e retirement plans of single unm^n 
too statistically unstable to^rovide a bas is~Tor r ~measur ing 

hTruTe^ ' ' ' 



the Impact of mandatory retirement 



les. 



Estimates for Married Women 

J t 

In the case of working married women, we found we could improve 
pur model's predictive power if we included variables describing 
the retirement situations of their husbands. Three additional 
variables were examined: 

A variable describing whether the husband was in poor 
health. 

A variable measuring the woman^s estimate of the 
number of years between the date of the interview and 
the husband's retirement date. 

A variable describing whether the husband was covered 
f by a pension. 

The important feature of the estimate for married women i s their 

early retirement age . When we estimate the pTIHTIftes e women * 

will make at age b 9, the large majority say they want to r*t\r* 

before age 65 whethe r or not they face an age-65 retirem ent 

When tne age-b5 retirement rule is lifted, t he pfo^rtinn 

of women who desire to work after 65 increase. . from ab out tw"o~"~" 
percent of the sampl e to five percent of the sample : — While this ^ 
change is sharp in proportionate terms, 'it does not have a greab^ 
impact on the labor force p'er se. 

^ The limited impact of age-65 retirement* upon women's behavior in 

part reflects the desire of a woman to retire when her husband 
does, together with the fact that women in the sample are, on 
average 2 years younger than their husbands. Women in the 
sample average ^8.7 years in age while their spouses average 
50.5. Even with the Ufting 0 f mandatory* retirement, our 
estimates show that most men wtll hive retired by age 66 or 67 
and simultaneous retirement by wiveis will hot involve hitting an > * 
age-65 limit. T c 

Determinants of Changes in Retirement Plans 

To this poijit, we have been discussing a model by which the 1978 
ADEA Amendments influence retirement decisions indirectly 
through firm* retirement policies. In this section, we examine 
more direct impacts of the ADEA Amendments on individual 
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' decisions. Data in the survey permit such examinations in two 
ways. The survey establishes whether or not a person has 
changed his planned age of retirement in recent years. If .the 
person has made a change, the survey asks for the reason behind 
the change. The ADEA Amendments are coded separately as one 
possible reason for the change. The small number of people who 
know about the ADEA Amendments to begin with suggests the number 
reporting adjusted retirement plans in response to the ADEA 
Amendments should be quite small. 

The second examination of direct ADEA impacts involves the 
results of an "experiment" conducted in the survey itself. In 
the survey questions test the respondent's knowledge about- 
feoeral an8 (if applicable) state retirement law. Question 
E3-31 readst 

# • i 

E3-31 Actually, as of January of this year, there is a J 
federal law which says most workers cannot be" 
made tfo^retire against their wishes before they 
are 70. Also, state laws in California, New 
Jersey, and Maine say that fto one can be made to 
retire against their wishes because of their age,, 
even if they are over 70. Of course, people who 
want to retire before TO can do so at any age, 
and if they are eligible, tfollect Social 
> . Security— or any other pension for which they are 

eligible. Taking, all this into account, if you 
had to make up your mind today as to what age you 
will retire, at which age would that be? * m 

The difference between a person's original retirement age and 
this re-estimated retirement age can be looked at as ^crude 
experiment to* measure the ADEA Amendment's impact. The 
remainder of this section will be divided into three parts. In 
the first, we will tabulate the ADEA-induced changes in 
retirement age which occurred prior to the survey, the first 
source of data cited above. In the second part of. this section, 

Lwe will tabulate the results, of the ADEA "experiment" described 
above. Jn the third part, we-summarUe unsuccessful attempts to 
analyze the experiement using regression and logit analysis. We 
conclude from these attempts that there is no systematic oattern 
to persons w ho reestimated their retirement age". 

- ADEA-Indyced Adjustments Made Prior to the Survey 

As suggested it the beginning of this section, the number of 
persons who savthey changed their retirement plans directly on 
response to th7E3«j>EA Amendments is very small. Tabll 12 
contains a summary of this information. 
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Table 12. 



Responses of Persons Who Changed 
' Their Retirement Age. In the Last 
, 'TWo or Three, Years" (Men and 
•Women Grouped Together) 





. — 1__ « 

Why Did You Lower Tour Planned Retirement 
Change in Mandatory Retirement Lav? 
Other ■ 

Not Applicable or Kissing 


Age? 
13' 

■ 157 \ 
5567) 




23.12. 


Why Sid You Increase Tour Planned 
Retirement Age? 

Change in Mandatory Retirement lav? 

Other 

Not Applicable or Kissing 


13 
311 
5413 ] 




£3.13 


Why Did Ton Decide to letire After All? 
Change in Mandatory Retirement Lav? 
Other % 

rs: Rot^Applica^le ox Missing ' »' 


18 ' 
5719 . 


£3.07 1 


i why Did You decide Hot to Retire '* 1 
y After All?» 

' Chang* in Mandatory Retirement £av? 
Other 

1 Not Applicable ox Miasing • V , »• 


3 

.105 
5629 • 






0 1 





1 0 '> 
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To put Table 12 into perspective, b6gin with the fact that the , 
survey contains 5,737 responses, of which U2 did not give any 
^anticipated ,or guessed retirement age. 0£ the 5,625 persons who 
did give an intit'ial retirement ag£, 620 (or 11 per.cenO report 
having made a recent chanfee in their retirement .plans. Of this 
number, 29 report having made their changes in retirement plans 
in response* to the ADEAs Amendments This number is divided 
about equally between people who postponed their retirement (16 
persons) and those who lowered thei.r retirement age (13). The . 
total figure of 29 persons represents one-half of one percent of 
the initial 5,t>25 persons. ' / 

In summarizing these" figures, we shoulfl recognize that the 
survey was conducted' about a year after the ADEA Amendments took 
effect, a short tim'e* in which to gain recognition. "Moreover, 
the direct impact of the Amendments as measured in this question 
remains less likely than an 'indirect impact working through 
employee perceptions of company policies. Nonetheless, the data 
in the survey indicate that the short-run, direct impact of the 
ADEA Amendments upon individual behavior tfas almost nonexistent, 
i 

Tabulations fr6m the Survey "Experiment" 

We turn next to the results pf "the survey "exper intent" described 
above— i.e, 4 the way in which employees* estimated retirement 
ages' changed when they were informed of the ADEA Amenaments and 
corresponding state laws. . — 

A priori , we expect that knowledge of the ADEA Amendments would, 
if anything, cause a person to postpone expected age of 
-^retirement-,- in particular, to increase It ,to a level above age 
65. In pract-k>e, the* pattern of 'change, is more complicated. As 
shown in Table 13, about 6 percent qf men and 9 percent of women 
do postpone their retirement from an-age younger than 65 to an 
age over 65. But roughly equal proportion* ©f men (7 percent) 
and women (8 percent) decrease their retirement age in the 
reestimation. Moreover, the prop ort ion of both men and women 
who increase their retirement age to something over 65 bears no 
relationship to their previous perc e ptions of their fi rm's 
retirement polio-ies . , 

Among those who did cha'nge their retirement age, ^he most 
frequent adjustment <was from age 62 to age 65, a change 
tabulated under "Other Increases" in the table. As shown, in 
the table, this kind of change was most frequent among persons 
who originally thought their firm had a retirement age of 65 or 
less. In practice, however, about 90 percent of these persons 
thought their firm had a retirement age of exactly 65 , and so 
moving their retirement plans fr<5m 62^up to 65 seems to- have 
little to do with mandatory retirement regulations per se. 



ERjC 

s 



•95 



PART J 



\ Tsble 13. Chant.es in Retireaan 



t Age When Nc^vcn ADEA Information 1 
Changes in Retirement Am 



A) Ken 

Perception* of Fins Policy 


Decreased 
Retirement 
Axe 


Same 
Retirement 
A«e 


Increased 
From Be low 

65 to 
Above 65 


} 

Other 




'Perceived < 65 


8Z 


/ 742 


SZ 


13Z 


100Z 


N 

86, 


Perceived £ 66 


ex 


632 


6Z 


5Z 


100Z 


67( 


Perceived No Retirement A|e 


72 


792 


6Z 


8Z 


100 J 


135. 






Changes la Retirement Ave 








of single women 
Perceptlone of Firm Poller 


Decreased 
Retirement 
Ate 


Same 

Retirement 
A*. 


Incr»*«ed 
From Below 

65 to 
Above 65 


Other 
Increases 


Total 
100Z 


H 


Perceived < 65 


72 


70Z 


9Z 


' 142 


164 


Perceived > 66 


71 


76Z 


8Z 


9Z 


100 J 


138 


Perceived No Retirement Aje 


102 


711 


11Z 


r 

8Z 


1002 


391 






Changes in Retirement As* 








C) Mirried Women 
Perceptions of Tirm Policy 


Decreased 
Retirement 
AM 


Same 
Retirement 
Ace 


Increased 
From Below 

65 to 
Above 65 


Other 
In Jr eases 


Total 
1002 


N 


Perceived < 65 ^ 


sx 


69Z 


' 9Z 


142 


254 


Perceived > 66 


7X 


77X 


7X 


9Z 


1002 


175 


Perceived No Retirement Aje 


10Z 


711 


i~- — 

10Z 


— i — 
9Z 


1002 


473 















1. Sample Includes persons of all ages, 
about firm retirement policy. 



Excludes persons who did not know 
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Rather, we. speculate the increase was triggered by questions 
concerning the age of pension entitlement, social security 
receipt, and other matters, though detailed tabulations have not 
been able to prove this assumption one way or the, other. 

In summary*, the results of the "experiment" indicate that 
knowledge of tfce ADEA Amendments and other factors caused about 
6 percent of sample men and 9 percent-of— sample women to 
increase their retirement age from something under 65 to 
something over 65. The emphasis on other factors is important, 
however, since the proportion of persons making such adjustments 
was independent o tr whether the person had originally thought his 
firm had a retirement age of 65, 70, or thought his firm had no 
retirement age at all. 

Exploratory Regression Models 

the data suggested perceptions of mandatory retirement had 
little 'impact on how a person changed his retirement age when 
informed about the 1978 ADEA Amendments. To test this idea more, 

*. fully, we ran a series of linear probability models artd^ 
multinomial logit models to see whether better predictions of- 
changes in retirement ages" could be obtained when demographic 
variables, pension variables and retirement age variables were 

* all controlled as well. In general, the models were ineffectual. 

When all other factors are held constant, the fact that a p erson 

^thought his firm had an age-ot? retirement increaseTThe 

^probabili ty that he will reestlmate his retirement age above 65 
by about .03-. 0*4. m both cases, the coefficients that produced 
this effect are weakly statistically significant, but the effect 
itself is quite small. More generally, neither the linear 
probability model nor the logit model did a good job of 
explaining which people reestimated their retirement plans and 
which didn't. v 

The failure of the models should not obscure the basic patterns 
in the data. First, between 70 and 80 percent of all groups in 
the sample kept the same retirement age, even when informed of 
the ADEA Amendments. This should *not be surprising. By* their 
own description, most of % the persons in the sample had devoted 
at least some thought to retirement and were unlikely *to make 
radical changes on the basis of an interviewer's questions. 

Over time, their reactions may change. The regression results 
in section 3 'suggest persons will be revising their plans upward 
while they will become more aware that their* firm does not . 
require retirement at age 65. The. simulations in section 3 
suggest* that together these results will cause them to extend 
their retirement date by one or two years. This process, 
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however, takes tine. It would show up in the survey only if 
large numbers of \respondents felt heavily constrained by an * 
age-65 retirement rule at the time of the interview. Since 
these respondents are typically *aged 45-50, that situation is 
unlikely and this accounts for the experiments relatively weak 
result, . - 



5** Conclusions 

In this part of the analysis, we have examined the impact of 

age-65 retirement rules upon employee retirement decisions. In 

reality, such rules were made illegal by the 1978 ADEA 
Amendments but our estimation was still possible because 25 

percent of the survey sample believed their firms had a 
retirement policy of age 65 or less, ^ 

We found ttfat an age-65 retirement policy had a significant 
impact on the retirement plans of men. In our sample, most men 
followed a kind of "target income" model in which they retired 
when they were able to accumulate an adequate retirement 
income. For most men, this meant retiring before age 65, 3ut a- 
significant minority (about 20%) wanted to continue working 
after 65 and\ f or men, mandatory retirement acted as a kind of 
"backstop" to pension and other financial incentives. In 
particular, an age-65 retirement policy reduced the average 
, planned retirement age frpm about 64 to 62, and it reduced by 20 
percent the number of persons who said they wanted to retire 
after 65, Impacts for other groups were harder to ^measure. 
Results for single wotfen were too unstable to draw "firm • 
conclusions. Results for married women showed little impact, 
largely because these women keyed -their retirement decision* to 
the retirement of their husbands since husbands were about two 
years older than their wives, these, Joint retirements typically 
occurred before the wife turned 65. * 

When persons were informed about the 1978 ADEA Amendments, about 
« percent changed their planned retirement age from -eome'thing 
under 65 to something over 65 while ap equal number decreased 
their retirement age in one way 'or artother,* Both the increases 
and the decreases 'had little to do with whether a person thought 
his firm had a retirement age of 65, 70 or nd retirement age at 
all, and the changes were also uncorrelated with other 
individual characteristics, ^ . - , 

This result supported the idea that retirement plarts depended on 
the age of pension entitlement, the age of social security/ 
entitlement » and other financial variables. In this context, a 
person^ ans ar was unlikely to change in response to an ^ — 
interviewees questions. j 
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Summary 

This section addresses the impact Sf the 1978 ADEA Amendments or 
employer retirement policy by analyzing th* employee-based survey 
data collated frqm older workers* personnel officers and pension 
plan sponsors. Given the limited direct impact of the Amendments 
(only 1| percent of older workers had -heard about the Amendments and 
less than 1 percent had consequently changed their retirement plans) 
and the relatively Stronger ' influence of financial variables on 
employee retirement plans discussed previously, most of the near 
term effects of the Amendments are likely to be felt indirectly 
through employer policies. However, employers may have policy 
agendas of their own which are not necessarily in concert with the 
goals of federal policy. While most employers with mandatory 
retirement , rules would be required to raise their age limit to age 
70 to minimally comply with federal law, and that is what 87 percent 
of those changing policy due to the Amendments did, the considerable 
opposition voiced by many business spokespersons during 
consideration of the amendments suggested that they might attempt tov 
mitigate the effects of a hfgher age limJfct by changing other 
policies. 

If employers wish to influence the retirement behavior of their 
employees and, in fact, rationally construct personel management 
policies and benefit incentives to achieve the desired result— and 
it Is not at all clear that they do—then employers' response to the 
ADEA Amendments will be predicated on current employee retirement 
behavior, their predictions of changes in retirement behavior, and 
the impactjOf that behavior on the firm.* 

Employees co-workers were bou^tf to be retiring relatively early, on 
average, particularly if they were subject to an age limit. Among 
those subject to' an age limit, i*3 percent had persons in their 
# occupation retiring by age 61, 63 percent by age 62, and 79 percent 
by age 6*4, on average. Few, changes were expected in that pattern _ 
over the near, term and only 7 percent of the older workers -sub ject o 
an age limit were expected to have co-workers* retiring at ages older 
than 65. Tfce ^relatively early retirements were in response to* 
substantial financial ' incentives to early retirement offered by 
♦their employers, including pension plans with young normal 
retirement ages, payment of full accrued early retirement benefits, 



The Department intends to initiate research to ascertain the 
degree to which empkayer- personnel and fcepeflt policies 
systematically influence employee retirement behavior. 
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and continuation of company-paid insurance af Preretirement. There 
appeared to be little reason for employers, to /alter their policies " 
in the short teVm- However, the question aro4e concerning whether 
believed lack of change tn employe* retirement behavior, was the 
result of policy changes made prior to the s*vey. 

Several specific issues raised during hearings on the Amendments 
were addressed by the study. Spokespersons -for several large 
companies contended that should large numbers of workers postpone 
retirement, labor costs would rise dramatically if continued pension 
acccruals and equal levels of health/welfare benefits must be 
offered wofkers. over age 65. The private sector representatives 
asked for a judgement of whether employers would be required to 
provide such benefits under the provisions of the Amendments in 
conjunction with ERISA . The response was that -discontinuing pension 
accruals at age 65, and/or providing lower; levels of health/welfare 
benefits to older workers would not be in violation of present ERISA 
regulations or the ADEA Amendments. Consequently, firms could 
adjust benefits by either liberalizing financial indentives to 
retirement, or by reducing the marginal gain from continued work. 

A number of policymakers have expressed concern that large numbers 
of employers who currently permit continued pension accruals would 
discontinue them subsequent to the passage of the ADEA Amendments. 
The findings »from this study suggest that the employers of very few 
older workers (6 percent) would even recommend that the firm 
consider such a move. 

Jl!?*??!-!!?^?!!-*?!?? concern to legislators during consideration of 

s 

ich 

productivity that may occur with age, " *-«%***«*ng 

ff" indeed mandatory .retirement rules did substitute for effective ^ 
performance evaluations^ it was feared that increasing the age, or 
eliminating mandatory retirement, could,iead to stricter evaluations 
-of performance at all agesf with the unintended consequence that 
more older employees would /be dismissed before retirement. The 
findings of this st udy suggest that formal performance evaluaTTons. 

rather than acting as' a substitute for a mandatory retir ement 

policy, more often o perate in conjunction with one . Employees 
subject to mandatory retirement and formal performance evaluations 
were no more likely than those subject only to performance* 
evaluations to have .to have evaluations made more stringent in the 
near future, 
ft 

The other major argument against raising the age limit or 
eliminating mandatory reti rement was*.that age limits were neflied to 
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assure Jobs and promotional opportunities for younger workers. 
Employees of workers subject to an age limit'did believe ,that 
mandatory retirement* rules were more important in th^s regard than 
as a simple way to* remove unproductive older workers 

Although approximately 50 percent of workers* employers believed the 
cost of labor would Increase if significant numbers of older workers 
postponed retirement to age. 70 1 the employers of workers subject to 
an age limit were four times more likely to believe costs would 
decrease as other employer's. A surprising 21 percent in 
manufacturing subject to an age limit, and 3*1 percent in the largest 
firms had employers believing costs would decrease* 

It would appear that assuring promotional opportunities is an 
overriding c ncern for some employers. These employers are not only 
willing to use mandatory retirement rules, but also relatieiy"X 
generous benefits to achieve that end. 

Given the relatively young current retirement ages, little 
expectation that retirement ages will change, substantial offerings 
of incentives to early retirement, and policy changes already 
accomplished, relatively fe£ older workers can expect additional 
changes in their pension o^ health and welfare benefits in the near 
future. If personrtel t off icers' anfl plan sponsors* suggested 
recommendations for change were implemented, existing benefit* would 
be liberalized, new typesof health/welfare insurance coverage would 
be provided, or costs would be shifted more toward the company. 
However, less than half the recommendations for changing pension 
benefits were actually under active consideration by the 
organization, and fewer than 30 percent of the recommendations were 
being* considered as a result of ADEA. The short-term impact of ADEA 
on employee benefits thus appears to be quite limited. 

The fallowing section^ address employer responses in more detail, 
beginning with n analysis of the impact on mandatory retirement 
policies in Section 1 and current retirement behavior, inducements 
currently offered, the function of mandatory retirement rules and 
anticipated employee response in Section. 2. These sections form a 
background against which recently accomplished and anticipated 
policy changes are addressed in Section 3. Section M analyzes what 
fmpact* there may be on the firm should large numbe^ of older 
workers postpone retirement to age 70 and what employers might do in 
that event* Section 5 presents a summary of findings and 
conclusions* - i 
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!• The Impact of ADEA on Mandatory Retirement Policies 

By the time of the survey, more than 95 percent of the affected 
older employees vere working for firms i* compliance with £he 
provisions of ADEA • Table m shows that 51.4 percent of workers 
were subject to a mandatory retirement age of 70»x>r older, and 
45.6 percent were not subject to mandatory retirement in 1980. 
Only 3 percent of employees were subject to a mandatory 
retirement age below 70 at survey. time, and some of them were 
likely in occupations exempt from the provisions of ADEA or 
where age is a bona fide occupational qualification. This 
situation represents a change in policy for over 53 percent of 
* workers during the last few years. 

The .great majority o t> workers subject to a mandatory retirement 

policy prior to en actment of the ADEA Amendments rem ained 

subject to an age lim it at the time of the survey. AsTable 15 
snows, the 'preponderant response was to raise the mandatory 
retirement age to 70 rather than eliminate mandatory retirement 
(tW percent), ^although a substantial minority of older workers 
subject to a new .policy (18.8 percent) may now work as long as 
they are able. 

Personnel officers were asked why the firm's mandatory 
retirement policywas altered. When responses to this question 
were tabulate*, ADEA was found to have been responsible for 
nearly all recent changes in mandatory retirement policy. The 
figures in Table 16 show that the employers of 70 percent of 
employees subject tfo altered mandatory retirement policies cited 
ADEA as the sole reason for the change, and an additional 12 
percent said. ADEA was at least partly responsible'. A total of 
W percent of all older wonkers were subject to new mandatory 
retirement policies at least partly due to ADEA. 

When policy changes were cross tabulated, against the reasons 
given forvthe m st recent change, the ADEA amendments were found 
to be at least partly responsible for 90 percent of the 
increased manda ory retirement ages and 63 percent of the 
eliminations. Thirty-eight percent of all older workers were 
subject to older age limits and 6.4 percent had their age limit 
removed because of ADEA. u 

Nearly 12 percent oT the workers subject to a new mandatory 
retirement policy had mandatory retirement eliminated due to 
ADEA. This would suggest that their employers either 
anticipated future legislative action on mandatory retirement, ~ 
or felt tha^t there was no difference between using age 70 and 
not having mandatory retirement rules. 
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, Table 14; 
* 


Mandatory Retirement ^Policies Older 
Workers Were Subiect to at the Time 
of Survey 


> 


Mandatory Retirement Age 


\ 

Number of Older 
Workers 


Percent 


Cumulative 
Percent aee _ 


55 » — * 






i 


60 


10 


U.J 


0.4 


62 
63 


A' 

r • 

5 


0-2 


0.4 
0.5 


65 * 


69 


'2.2 


2.7 


66 


3 


0.1 


2.8 


67 


3 


0.1 


2.9 


68 s 


4 ' 


0.1 


3.0 


69 . * 
70 


•1 * 
1593 


* 

L 51.0 ' 


3.0 
, 54.0 


" 71 - 


4 


0.1 




72 


4 


0.1 


54.3 


75 


2 




54.4 


Mo HRA 


1423 , 


45.6 - 


100Z 
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I s ' 




100Z 


Total 
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Table 15. Current and Prior Mandatory Retirement 
Policy fo r Employees Whdse Employers 
■» Recently Made a Change j n Policy *~ 



Change in Policy 
(Prior . Current ' 
MRA co MRA) 



60 
62 t 
63 
65 
66 
' 67 
6c? 
68 
70 



to 
to 
to 
to 
to 
to 
to 
to 
to 



.65 
65 
60 
70 
70 

* 70 

65. 

70 

65 
70 



No MRA to 
Asked t0 No 



Total 



Number of » 
Older Workers 


Percent 


1 ( 


• 0.1 


1 


0.1 


1 


0.1 


1238 , 


73.6 


6 . 


0.3 


31 


1.8." 


* 1 


0.1 


58 


, 0:1 , t 


27 


1.6 " 


316 


18.8 


1682 „ / 
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Table 16. Reasons cfted By Workers' Employers' 
for the Most Recent Change in 
Mandatory Retirement Policy 



fifiaa<?u 


Number of Older Workers 


Percent 


j ADEA Only 


1188 


70.4 


» ADEA and Other 


208 


- 12.3 


State Lav Only 


114 


1 

6.8 


' Other 


177 


^.0.5 o 


Total 

X 


1 \ 
• 1687 A 


loot ^ 



1. Numbers include employees whose firm's eliminated mandatory 
retirement prior to 1974. 
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Nearly half the older workers in the sample were not subject to 
a new mandatory retirement policy, mainly because their 
employer's policy was already in compliance with the ADEA ' 
Amendments. Since elimination of mandatory retirement was the 
goal of some f ramers of the Amendments, Table it was prepared to 
snow whether the size of the emplbyer was associated with the 
likelihood that employees would have mandatory retirement rules 
rescinded. 

The table shows that employees of the smallest firms were least 
likely to have been subject to mandatory retirement before ADEA 
(approximately 25 percent), and that incidence of coverage by 
mandatory retirement rules increases with the size -of the 
employer until nearly 91 percent of workers in the largest firms 
had been covered by such rules., By 1980, only 21 percent of 
employees of the smallest firms were subject to an age limit, 
but the_ proportion increased to 86 percent of those working "Tor 
the largest firms. Workers previously subject to an age limit 
in the largest firms were also the least likely to have the 
rules recinded. The chances that other workers previously 
•subject to mandatory retirement would have the rules eliminated 
were similar in magnitude regardless of the size of the employer. 

2 « Anticipat ed Employee Responses, and the Functio n of * 
Mandatory .Retirement Rules 

A Priori' it is reasonable to assume that employers have not and 
will not adjust their retirement policies in a vacuum. Rather, 
rational responses will be ma'de in the context of numerous 
variables, including recent employee retirement behavior, the m 
current incentive structure influencing that behavior, employer 
beliefs concerning the function of mandatory retirement, and 
anticipated changes in employee retirement behavior. This 
section discusses each of these topics in turn, providing a 
backdrop for the subsequent sections dealing directly with 
policy changes that may have already been made by survey time 
and those under active consideration. 

Recent Retirement Behavior 

Information on co-workers' recent retirement behavior is 
provided by -responses to personnel (jtiestionnaire item P. li 
which asked t # ' ♦ 

For your employees in the occupation(s) listed on thi cover 
of this booklet, $hat was the estimated average age of 
retirement in 1977 and 19787 < 
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• Table 17. " Percent of Older Workers Whose Employer 
Changed -Mandatory Retirement Policies . 
By Firm Size 



Chjtagea in 
EmaLoyer'e 




Hunber of Employees 






Mandatory 
Retirement 

Poller 


Fever than 
200 


2C0- 
99? 


1,000- 
4,990 


5,000- 
29,999 


30,000- 
99,999 


100,000 
And Over 


CD Ko MRA 
Since, 
1976 


74.0 


46.9 


26.4 


20,7 


16.6 


9.5 


(2) Eliminated 
KR Since 1976 


3.3 


6.3 


12,1 


10.8 


14.1 


4.5 

/ 

86.1 


(3) Retained or 
Adopt td a 
MRA 1 


/ 
21.4 


44.9 


60.2 


\ 

67.4 


69.3 


Unknown 


1*4 


1.8 


1.3 


1.1 


0.0 


0.0 


To.tal 


100 z 
(646) 


100Z 
(599) 


100Z 
(553) 


100Z 
(610) 


iooz" 

(368) 


100Z 
100Z 
(537) 


Likelihood a 
Covered Worker 
Would have MRA 
Eliminated 
C2t(2+33 


•> 

13.4 


12.3 


16.7 


13.8 


16.9 


5.0 










& 







1. Eighty percent of these firms raised their MRA to age 70. 



t 

1 ♦ 



I 

\ 



♦ 




107 



The responses are shown in Table 18. 



One third of the older workers had no co-workers retiring during 
the % two-year period. This is not surprising since more than 20 
percent ofthe older workers (6H6) were employed by firms^ with 
fewer than 200 full-time-equivalent workers in a3J. occupations. 
Approximately thirty percent had co-workers recently'retiring, 
on the average, at age 62 or earlier, and 10 percent had 
co-workers retiring before reaching age 60. 

When only those with at least one recently retiring co-worker 
are considered, the results are-even more startling/ Nearly 20 ^ 
percent had co-workers retiring before age 60, and more than 55 
percent retired, on average, by age 62. Fewer than 6 percent 
had co-workers retiring at ages older than 65. These results 
suggest a strong trend to relativ el y early retirement, or more 
accurately pension acceptance . 

* Employees with no mandatory retirement were more than, twice as 
likely tb have had no co-workers retire recently than other 
.employees (50 percent versus 21 perceat), and when co-wor.kers 
did r^tir^e^fh^ were half as likely to retire below age 62 (21 
percent versus *3 percent) but twice as likely 'to retire at 65 
or older (HI percent versus 21 percent). 

v *\ 

This outcome would suggest that mandatory retirement rules 
significantly affect employee retirement behavior. However, the 
res L i(te& or the overall research study indicate that other 
VAriatoles,\ particularly financial variables had a much stronger* 
effect on retirement behavior than mandatory retirement rules 
per se. .y The next subsection indirectly explores financial 
^Variables through the retirement inducements currently offered 
^jjV older workers. 

Existing Retirement Inducements 

The data T concerning inducements offered to employees at the time 
* of the survey indicate that the three most commonly p.ffered were 
"continuation of insurance after retirement, retirement 
counseling, and no reduction in retirement benefits. When 
inoucements offered by -employers with and without mandatory . ' 
.retirement were compared across industries, employees subject to 
'lan age limit were twice as likely to be offered continuation of 
insurance, counseling, and unreduced retirement benefits, as 
{employees not subject to mandatory retirement. This finding is 
consistent with* the hypothesis that some employers use mandatory 
retirement's a backstop to catch those employees who do*tno 
respond to incentives by retiring before the age limit . 
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Table 18. 


Percent of Older Worker, with 




Recently Retirine et Vertott. a». 


i» In 1977 




end 1976 




' i 


Co-workers 
Average • • 
Retirement 
Age - • 


Kiteber* of 
Older 
Worker* \ 


As a 

* ■*CmT4t OX 

All Older 
Workers 


■ 7- % 1 

As e 

Percent of 
Those With 
Co-taorkei* Retiring- 


40 to "59 


330 


10.3 


10.0 


60 to 61 


305 


9.5 * 


l/.l 


62 


345 


11.0 


«^ 


63 to 64 


310 


9.9 


* 17.4 | 


65 


383 


12.3 


a. 7 


66 end Ovtr 


104 


3.3 


* 3.8 f 


Bone Retired 


1065 


34.0 


loot 


Don't Koov 


63 


2.0 


(1779) 


No Response 


218 


" 7.0 




Total 


3125 


100Z 


* 

■ A i 
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Data on current provisions for postponed retirement were derived 
from pension plan sponsor items which asked * 

Does the pension or retirement plan listed on the cover of 

this booklet currently include provisions for postponing 

retirement (late retirement)?, 

Which of the following types of provisions for postponing 
retirement are contained in the current plan? 

Same benefits as though retirement occurred at 
* age 65 or normal retirement age; 

Employees continue to accrue -benefits with no age 
and/or service limitations; * \ 

^Employees continue to accrue benefits but with 
a^ and/or service limitations; 

Benefits are actuarially increased based on date 
of comoencemnt of retirement; 

Other 
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It was found that ^majority of older workers (57 percent) could 
Increase their pension benefit by postp oni ng pension acceptance 
beyond the normal retirement age, largely through continued 
accruals . (Table 19) This finding Is contrary to the commonly 
held belief that continued accrtial is relatively uncommon* Most 
participants In all types of plans could continue accruals', at 
least up to some age/servUe limit, and most participants in 
p^ans other than the defined benefit type could ^continue pension 
acrruals indefinitely (or -until mandatory retirement rules were 
enforced ) . 

The postponed retirement findings raise questions, such as why 
employers bother to offer continued accruals when employees are^, 
in general, retiring so early. Perhaps employers are 
anticipating feaeral policy changes in this area, or perhaps 
continued accrual is a, way to appear non-discriminatory. It is 
inexpensive because few peopletake advantage of it and 
depending on , how the benefit is computed, increases may be very 
modest. . « 

Employers' Bell efs^ About Mandatory Retirement Rules 

Since many employees subject to mandatory retirement are 
currently offered substantial* inducements to retire early, and 
most' of their co-workers seem to be responding to the 
encou rage ment by retir ing^At^relati vely young ages, one becomes 
curiouS^about why employers believe they need mandatory 
retirement rules. 

The responses cross-tabiMated by size 'of the firm, show that the 
vast majority (78 percent) of workers subject to mandatory 
retirement worked for firms which belijevea the policy was 
important for providing advancement opportunities. The larger 
the firm, the more convinced the , personnel officers were that 
mandatory retirement was important in this regard. The 
employers of 40 percent of those working for- the largest firms 
felt the policy was very important fh providing advancement 
opportunities. v v 

Our data also demonstrate that older workers* employers believe 
that mandatory retirement is significantly less important as a 
way to remove unproductive older workers, than. as a way of 
providing advancement opportunities for younger ^orjcers. 
Nevertheless^ the employers of 52 percent of surveyt*H*jforkers 
subject to mandatory retirement felt the age limit was Important 
for this purpose, while Mb 1 percent felt it was unimportant . 
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Tatfle 19. Parcant of Older Worker; With • 
Provision % for Postponed 
Retirement by Pension Plan type 



Provision for 
Poetpoaed ftetireaent 
in Eeployaa'a Pisa 


Trp« 


of Pena ion Plan 


T= 




Defined 
Benefit 


Denned . 
Contribution 


/ 

Other ' 


All Oldar 
Workers 


Ho Provision 


14.6 


28.1 


i 

13.4 


15.6 


Sane Benefit as 
Though Retirtnent 
Occurrtd tt Aga 65 
or Normal Retire- 
mane Aga 


28.6 


14.1 - 


' 0.0 


26*. 6 


Accrual Contlnuee 
With No Aga/Sarvlca 
Liaite 


27.3 


50.0 


85.4 


30.9 


Accrual Conclnuas but 
With As«/Sarvlc« Units 


23.7 


3.4- 


0.0 


21.4 


Banef is* Actuarially 
Incraasad C 


4.9 


\*4.4 


1 - J 


4.7 


Oth ar 


0.9 


0.0 


0.0 


0.8 


Total 


1001 
X2333) 


1002 
(206) 


1002 
(82) 


ioo: 

(2621) 
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^Tables 20 and 21 were obstructed to Explore the relationship -* 
between performance' evaluations and mandatory retirement. If 
performance evaluations substitute for mandatory retirement, 
then employees not subject to an age 3,1ml t would be~expected to 4 
be more likely to have\ their performance evaluated. For 
employees in our sample., this is not the case. \ Instead, 
mandatory retirement ana performance evaluations tend to occur 
together, as dual* elements £f employer policy. 

Perhaps employees working, for firms with mandatory retirement 
tad been stfbject to less strict evaluations which terminated 
only the worst workers, wi£J**the employer relying on mandatory 
retirement to terminate^ne moderately unproductive. If so, 
then employees in firms wltfi mandatory retirement could expect 
performance evaluations to become stricter^since, for most, the 
mandatory retirement age was N recently raised. The results from 
Table 21 do not confirm this hypothesis, since employees subject 
to both performance evaluations and mandator^ retirement are no 
more likely than those subject to^ performance, evaluations alone 
to have their work scrutinized .more "closely. in the future. 

Although inconclusive, these results tend" to question, the 
substjtutabili ty of mandatory retirement and performance 
evaluations. Instead, both formal performance ^valuations and 
mandatory retirement may be the- product of the same 
antecedents. For^fixample, mature, rather large, \hierarchially 
structured organizations which prefer to promote from within and 
to retain employees for long periods must not only develop 
-4qui_table»ways of determining who shoul^Mbe promoted, but also , 
x assure^that advancement opportunities will bfe available when 
people aVe ready. f 

The relatively slow-growing nature of these mature 
organizations, coupled with low! employee turnover, means that 
opening's must be provided largely through retirements. Thus^** 
controllinjTretirement behavior is of utmost importance to\the 
malnten ^nce ^of the entire structure. , 

Anticipated Changes in Employee Retirement Behavior 

To the extent that employers wish to influence employee 
retirement behavior, ra tional response to the ADEA Amendments 
will be predicated on their belief that employees will change 
their behavior as a resrult of the Amendments. Findings from the 
analysis of employee data already presented show that the 
Amendments have had a very limited effect *qp employees 1 
retirement plans. 
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Table 20. Percent of Older Workers 

Subject tOs Formal Performance 
Evaluation by Mandatory Retire- 
ment Policy of Their Employer 



Employee Subject to 
Formal Performance 
Evaluation 



Employer' 8 Mandatory 
Retirement Policy 



No 
YeV 

♦ 

Total 

Percent Non-response 



No MRA 


Has MRA 


33.4 • 


12,4 


66.6 


87.6 


100Z 


100Z 


(1376) ' 


(1687) 


3.3 ' 


0.9 
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Table 21. Percent of Older Workers. 

Whose Employers Anticipate 
More Strict Performance 

, Evaluations by Mandatory 

Retirement Policy 



. Employer is Anticipating 

, Hove Strict Performance 
^ Evaluations 



Tes 
Ho 

Don't Know 



Percent Nonrresponse 



Employer's Mandatory 
Retirement policy 



Has KRA 


No MRA 


38.9 


37.8 


60.8 


62.0 


0.3 


0.2 


100Z 


100Z 


(1306) 


(989) 


11.6 


2.0 
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The results presented In Table 22 show that the majority (6H 
percent). of employees' personnel officers anticipate no change 
in etirement behavior in* the next few years. But wften cha nge 
was expected, mo re than twice as many employees were ex pected to 
work , longer as were expected to retlre> earlier . 

When anticipated changes in retirement age were cross-tabulated 
against the r cent average retirement age, it was found that the 
employees whose co-workers retired earliest (before age 61) and 
latest (after age # 65) were the least likely to be expected to 
change their recent retirement behavior. Employees whose 
co-workers retire at age 61 or 62, on average, were most likely 
to have their personnel officers expect tljem to begin working • 
longer, followed by employees whose co-workers now retire at age 
65. Those with co-workers retiring at age 65 were also seen as 
the most likely group to decrease their retirement age, on 
average. 

The net effect of all factors influenci n g retirement behavior. 
as seen by personn el officers, is an increase in the a verage — 
retirement age. However, half of those expected to delay 
retire ment are offset by workers expected to begin retiring 
earlier. And most expected to delay retirement currently retire 
well before caching age 65. Therefore, relatively, few 
» employees are expected to continue working long enough, on 
average, to be affected directly by the Amendments higher age 



Past experience and expectation of change in retirement behavior 
are likely to be the relevant variables in the firm* 1 

Sr-4-f— fcha-t^-po^c y is ra tfrona Hy constructe d — 
to influence employee , retirement behavior. Given the relatively 
early retirements in the recent past, ^nd.the general 
expectation that little will change^ employers, in general, have 
little reason to quickly alter their benefit structure in 
response to the Amendments. However , \some firms may have 
already done so, and their expectations of future employee 
behavior may be ma.de in light of recent changes*in incentives. , 
The next section addresses recent changes in employer policy and 
those anticipated in. the near future. 

3» Recent and Anticipated Policy Changes j 

' ** 
Since the survey was to be fielded soon after the 19J8 ADEA 
Amendments became effective, the instruments were designed 
primarily to capture future changes in employer and plan sponsor 
policy. Firms were not expected to alter policies, other than 
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Table 22. 


Chen tee In Bnployees' 


Retirement Behavior 






Anticipated by Their Personnel Officers 




A 


» 










personnel Officer's 
Anticipated Chang* 

in^Averase Huaber o£ . 
ir«tirMBtnt Asa Older Worker* 


As a 

Percent of Workers 
Whose Personnel 
Officer Responded 


As a 

Percent of Workers 
With s Co-vorker 
Retiring Last Tear 




Increase 
Decrease . 


454 z 
211 


15.2 
7,1 


23.6 
11.0 


* 


Stay the Save 
Don't Know 


1228 
28 ' 


41.1 
0.9 


63.9 
1.5 




Ho Retirees in 
the Eaployee'a . 
Occupation Last 
Tear 


1065 


35.7 

0 




• 


Mo Response 


139 








Tetsl* 


3125 

1 


100X 
(2984) 


100X 
(1921) 








* 

u 


* * 


• 




t 


1 

0 


■ 



* 
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their manaatary retirement age limit, very quickly. The oata ' 
was actually collectea approximately or.e yea> after the 
effective aate of the Amenoments, ano^ more importantly, t\fo 
years after the Amenoments were passeo, ana nearly three years 
after two essentially similar, versions were passeo by the House 
ana* Senate. By 1977 it was clear to observers of Congress that 
same, ADEA Amenament woulo be enactea, though the specific 
oetails were yet to be agreeo upon. The firms which followea 
the actions of Congress haa approximately three years to 
evaluate the anticipatea .impact of the impenaing legislation, 
ana alter policies accordingly, before the survey aate were 
coll ectea • 

Policy Changes Before the Survey X 

Our oata inaicate that the overwhelming majority of all olaer 
workers (91 percent) haa experiencea no change in encouragement 
to retire between January 1979 ana the time of the survey. Only 
8 percent were subject to some change in employer policies. - 
Although the numbers were small, employees subject to manaatory 
retirement were more likely (io percent) to have experiencea 
same change in early retirement policy than employees not 
subject ot an age limit (6.7 percent). The oata show that 
nearly all accomplishea changes were in the airection of 4 
increaseo encouragement to retire before the normal retirement 
/age* • . 

' Potential Changes in Employer Retirement Policy p ue to ADEA 

c , ' - 

Subsequent to being askeo what changes in policy towara 
encouraging retirement haa alr eaay occurrea since January 1979, 
personnel o-fficers- were ^sk«a~~fof" tlTerr recommenaatlons — 
concerning future Changes in inoucements cue to the Amenoments. 

The responses tabula tea in Table 23 show that the great majority 
of personnel officers woulo recomnflena no change in inoucements 
over the near term. However, if ana when recommenaea changes 
k are maoe, employees can overwhelmingly expect to be offerea more 
- liberal inoucements in the future. Employees subject to an age 
limit are substantially more likely to .be offerea liberalizea 
inoucements than those who may work as long as they are able. 
When accomplisheo policy changes encouraging early retirement * 
were tabulatea against recommenaatlons for liberalizea 
inoucements, the results in Table 2H show that an aaaitional 7.6 
percent of employees with no recent change in encouragement to 
retire early may be offerea liberalizea inoucements In the 
futur-e. In aoaition, half of those recently more strongly . 
encourageo to retire coulo have those inoucements 
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Table 23. Personnel Officers* Recommended 
Changes in Inducement* to Early 
Retirement Because of APEA, by 
Mandatory Retirement Policy 



Change 


* r 1 

Employers Mandatory Retirement Policy 
Has MRA No HRA All Workers ' 


None 


86.0 * 




88.0 


More Liberal 


13.2 


18.3 


11.1 


Leas Liberal ' 


0.8 


1.1 


0.9 


Total 


100X 


1002 


100Z 




(1671) 


1333) 


* (3004) 


> Percent Nonresponse * 


1.8 


, 6-3 


\. 

3.9 . 


* 






* 



/ 

V 
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Table 24, Percent of Older Workera Whoss, Employers 

Made t Policy Chang t« Directed Tovard Encouraging 
Retirement Prior to the Survey, by Recommendation a 
That Induceaenta to Early Retirement Be Liberalized 
In the Future 



Accomplish td Changes In Policies 
Toward Ecnou raging Early 
Retirement 


Recommended Future 


Changes 


in. Induce- 


More 
Ubtral 


to Early . Retirement 
Less * No 'Sjj 
Liberal Chance - 


Totsl 


All 01d*r Work.r,^ 

q More Encouragement ~* 

than before January 1979 


52 7 

(3.7) A 


0,5 
(*) 


46.8 
(3.3) 


T" 


100% 
(201) 


Less Encouragement than « 
Before January 1979 


8.2 
(0.1)' 


8,2 
(0.1) 


83.7 
(1.4) 




fooz 

(49) 


No Change in Policy Since 
January, 1979 


7.6 
(6,9) 


0,8 
(0.7) 


91.7 
(83.7) 




100% 
(2632) 


Older Workers Sub1ec_£_ 
to Mandatory Retirement: 
v More Encouragement 
' than be fors. January 1979 


30.4 
(4.3) 


0.7 
(0.1) 


48.9 
(4.2) 




ioo% 

(139) 


Less Encouragement than 
Before January 1979 


v 4.0 
J (0.1) 


12.0 
(1.3) 


84.0 
(0.2) 




100% 

% <25) 


No Change in Policy Since 
January 1979 


\9.0 
* «.1> 


0.6 
(0.5) 


90.4 
(81.3) 




1002 
(1452) 


Older Workers Not Sublect 
to Mandatory Retirement 

How Encouragement 

than before January 197SU 


33.6 \ 
(2,8) \ 


0.0" 
(0.0) 


~41.9" 
(2.1) 




100% 
(62) 


Less Encouragement 

then before JanuaYy 1979 


12.5 
(0.2) 


(0.1) 


83.3 
(1.6) 




100% 
(24) 


No Change in Policy Since 
January 1979 


- 5,8 


1.0 

(0:9) 


93.2 
(86.9) 




100% 
(1180) 



1. Numbers in parenthesis are percentages of the total sample, or subsample 
An asterisk denotes less than half a percent. 
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liberalized still further. ' Uaing these data, approximately 
fourteen percent of all older workers either have already 
received w.O percent) or may_ receive in the future (6.9 
percent) more encouragement to retire early. Only 2.** percent 
nave received XI. 7 percent), or may (0.7) receive less 
encouragement to retire early. v * 

The proportion among workers .subject to an age limit Is even 
■» * higher. Nearly seventeen percent have either already been more 
■^ strongly encouraged »r> rpgrp ^a riy (8.6 percent), or may be so" 
in the future (8.1 percent. Only 2 percent of workers subject 
to mandatory retirement either have already received less 
«« encouragement to retire early or may be offefred less liberal 
inducements In the future . These results suggest that an upper 
bound on the number of affected employees subject to age limit 
lies somewhere between 15 and 20 percent . — • ; 

"Similar calculations Tor employees not subject^to an age limit 
suggest an upper bound of 10 percent already are (4.9 percent), 
or will be (5.1 percent), more strongly encouraged to retire 
early. Only 3 percent of this group has received less 
encouragement, or may be offered less lft&ral inducements, to 
retire early. * , M j 

A particularly striking finding is that, contrary to, 
expectations L half of the potential policy changes were already 
accomplished by the time of the survey. This important point 
should be kept In mind when potential changes are addressed 
later in this section ^ ~ 

There was some evidence presented above, concerning policy 
• changes already made by the time qf the survey, which is % 
consistent with the hypothesis that employers are attempting ifi 
counter anticipated increases in employee retirement age by M. 
increasing Incentives, both financial and nonf Inancial,' to ■ , 
encourage early retirement. To explore this hypothesis further, 
personnel officers 1 recommendations for changing inducements to 
early retirement were cross-tabulated agalnqt their beliefs that 
average retirement ages will change in the near future. 

The results ran counter to expectations, for not only were more 
liberal inducements recommenced for 20 percent of the employees 
expected to increase their retirement age, but for an equivalent 
proportlon__J 19. 6 percent) of employee s__eg£ected_ to retire 
earlier than in the recent past. ^ 

While there is a ready explanation for wanting to *of f er - 
liberalized inducements to counter a perceived shift to later 
* retirements, the question arises as to why perscjmnel officers 
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Table 25. Percent of Older Workers Whose t 
Plea Sponsors Recommended Changes 
V in Individual Retirement Benefits 

\ Due to ADEA 



\ 



\ 


- 




Han Sponsor's Fecoroendstion for Change 


* 


Retiri 
Bene/ 


aerit 
Lt 


Increase 


^ 0 

Decrease 


Ko 

Change/Hot 
Provided 1 


> 

Ko 2 
Response 


Total k 

V 
* 


Normal \w 
Retirement^ 


7.2 


0.7 ' 


81.0 




100Z 


larly \ 
Retirement \ 


4.7, 


1.5 


81.9 


11.9 


100Z 


Amount of Cost 
of Living Ad- 
justments 


11.3 


1.0 


.74.5 


* 

13.2 


100Z 


Disability 
Retirement 


9 

6.5 


2.3 


78.8 


12:4 ^ 


100Z 


Death 




4.4 


0.3 


82.6 


12.7 


100Z 


— Supplemental— - 


- - 1.7— 




-B2.3 


16. a - 


100Z 








Other 
n 




2.9 


^0.6 


, '83.8 * 


12.7 


100Z 
(2696) * 



*Less than .05 percent. 

1. Although *'no change" and "not provided" vere separate 
responses on the questionnaire* several cross- tabulations shoved that 
many plans not providing the benefit were coded "no change" and the 
categories vere collapsed. 

2. It is known .that 99 of these sbservations have no pensiop 
plan* and the cross- tabulations mentioned above shoved that for^ 
COLAS and supplemental benefits most non-respondents either provided 
no such benefit or did not respond to the benefit question. 
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expecting younger retirement age^s would wish to encourage the 
trend still further through liberalized inducements? 

The most obvious possible explanation is that although 
retirement age is perceived to be declining, tt is not declining 
fast enough, or to an age young enough to satisfy the employer 
or the age may be expected to decline because inducements will . 
be liberalized. , * \ 

Another plausible interpretation is that employers, develop ad; 
hoc policies on a piecemeal basis, responding to each change /in 
conditions separately without ever formulating an overall U 
retirement policy strategy or objective. Labor disputes are 
settled, federal law and regulations are satisfied, and/or 
benefits are adjusted to keep the firm competitive, but no one 
pays attention to the oumulative impact on retirement behavior. 
Attention to retirement behavior in this scenario is, instead, 
likely to focus only on controlling co^ts. Recognition of ADEA 
may draw a reflexive response to liberalize benefits, even 
though there is already a downward trend in age at retirement. 

The Possible Impact of ADEA on^ Specific Emp loyee Benefits in the 
Future ] . \ — • 

Given that relatively few older workers" were e'xpected to C v * f 
postpone retirement, with still fewer expected- to continue 
working past age 65, and that some ad justmen.ts. to retirement 
policies had already been made, one would expect there to be 
relatively «few adjustments to benefits packages as. a result of 
ADEA. In general the results confirm this expectation. 

The employee's pension plan sponsor was asked what changes in 
pension or retirement, plans we re anticipated because of ADEA. * 
As seen in Table 25, few employees can expect to have tfieir 
retirement benefits changed due to ADEA, even if plan sponsors' 
recommendations are implemented. The table does stom,clearly 
that when changes were refcommendet^ plan sponsors vrlre much more 
likely to recommend the organization consider Increases than 
decreases in benefits. ^Increasing cost-of-living adjustments 
was most frequently suggested, followed by increasing normal and 
disability retirement benefits. Increasing suppplemental, 
death, and' ear^ retirement benefits were less*likely to be 
listed. Although decreases were seldom recommended, disability 
'and early retirement benefits were the most often considered for 
this adjustment. * 

Pension plan sponsors, unlike personnel officers, were 
specifically asked whether changes currently under consideration 
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were the resulC of ADEA. Table 26 shows that, although nearly 
30 percent of all older workers may have their retirement 
benefits changed, only 8 percent have plan sponsors considering 
'changes in retirement benefits as a result of ADEA. Even among 
employees likely to have benefits changed, fewer than 30 percent 
of the changes are even partly the result pf ADEA. The great 
majority (72 percent) of changes would have been made in any » 
event according to plan sponso rs/. 

When recommended cHanges were tabulated against the reason 
changes were currently being considered, in general, fewer than 
half the recommendations were even under active* consideration. 
Less than 30 perfcent of sponsors' recommendations were being 
considered even^arfcly as a consequence of ADEA. 

The case of coat-of-living adjustments is particularly 
dramatic. Although 11 percent of employees would receive higher 
cost-of-living adjustments if their plan sponsors 1 
recommendations were implemented, fewer than U percent actually 
have the matter under consideration, aria fewer than 1 percent 
may receive them even partly as a consequence of ADEA. When one 
remembers that these changes <were not even necessarily planned, 
but only under consideration, the impact of ADEA is likely to be 
quite ^all in the immediate future.. * 

To the extent that sponsor recommendations can be taken as a 
barometer of thinking about the future, tabulations of these 
recommendations by industry, firm size, and unionization reveal 
a weak possibility that employees who either work for smaller 
firms (^ess thdn 1,000 emp loyees), provide services, or are 
non-unionized may be more Tikely to have the plan provisions for 
normal retirement benefits, cost-of-living adjustments or 
disability benefits improved than' other workers. 

-Although personnel officers were not asked whether they might 
change specific pension benefits, both personnel officers and 
plan, sponsors were asked what changes in health and welfare 
benefits were under consideration as a result of ADEA. The 
findings clearly show that the great majority of older workers 1 
employers and plan sponsors agreed that no changes in* hea ittTInd 
welfare benefits were under consideration . 

When the multiple personnel and sponsor responses to 
question were merged, the tendency to consider mostly 
liberalization of benefits emerges more sharply. Neaixy fy 
percent of the changes urKTer^consideration by personnel officers 
and 63 percent considered by plan sponsors are in the direction 
of raising benefit levels, adding types of coverage and/or 
shifting costs more to the company. 



rly 70 




PART I 



124 



Table 26. 



Percent of Older Workers Whose * 
Plen Sponsors Recommended Change* 
in Pension /Retirement Benefits by 
the Reesoo for Planned Changes 





Reeson for Anticipated Changes 


V 




Benefit that 
Worker 1 * Sponsor 
Recommended 
for Change 


At Least 
Partly 
Due to 
AOEA 


Change Plan No 
Would Change or 
Bave Been Ho 
Made Anyway MBA 


*> 

Mo 

Response 


Total 


Normal Retirement 


15.0, 


36.0 48.1 


0.9 


1002 
(214) 


Early Retirement 


16.8 


30.5 52.1 


0.6 . 


100Z 
(167) 


* Coat -of- Living 
Adjustment* 


0.8 

f 


21.4 ^ ^ 


0.0 


1002 
(332) 


Supplemental 


. 29.8 


17.0 ^-53.2 


0.0 


1002 
(47) • 


Death 


11.8 


21.3 66.1 


0.8 


1002 
* (127) 


Disability 
Retirement 


18.5 


10.9 69.7 


0.8 


1002 
(238) 


Other 

, \ 


29.5 


22.1 48.8 


0.0 


1002 
(95) 
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Very few employees have personnel officers considering cutting 
back benefits, and still fewer have plan sponsors thinking Of 
doing so. When workers might have health/welfare benefits 
altered, they are more than twice Us likely to receive increased 
benefit levels, additional types of coverage or a shifting of 
costs more to the company, as a reduction in benefit levels, 
elimination of types of coverage, or a shifting of costs more to 
themselves. 

What Employers Might Do Should Many Older Workers Postpone 
Retirement to Age 70 




retirement age in the near term,, appear to expect average 
retirement ages to exceed 65. Contrary to recent experience and 
employer expectations, substantial numbers of older workers 
would have to postpone retirement for large numbers of average 
retirement ages to reach 65, much less exceed it. Consequently 
it might be difficult for .employers to imagine most older 
employees working until age 65, and sheer conjecture to imagine 
most working until age 70. Thus, results from this section are 
more likely to reveal the direction of cuppent thinking, than 
form an accurate picture of the future. 

Perceived Impact on the Firm Should Many Older Workers Postpone 
Retirement " ; \ 

» " \ ^ i 

From Table 27 it is clear that most of the employees 1 *, personnel 
officers believed there would be some impact on iJhe cost of 
labor (60 percent), or the number of .vacant positions (51 
percent), should a large number* of older workers postpone 
retirement to age 70. While most of the personnel officers 
believed impact on the cost of labor was in the direction of 
increased costs should retirements be delayed (50 percent), a * 
substantial minority believed <costs would decrease (11 percent). 

While the arguments for the increased fcost of older labor are 
well known— higher costs for .life, disability, and health 
insurance, and declining productivity — the arguments for 
decreasing costs are less obvious. Workers over age 65 can cost 
employers substantially less if pension accruals are not 
continued, and accrued benefits are not adjusted actuarially or 
are adjusted by an amount that is less than -actuarially fair. 
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Table 27. 



Percent of Older Workers Whose Personnel Officers 
Antldpste Effects on tht Cost of Labor and the - 
Number of Vscancles Should Large Numbers of Worker* 
Postpone^Retlremsnt From' Aflc 63 to Age 70 



•7< 



Type of 

Effect Antlelpsted 


"* Cost of 
Labor 


nuaoit 

of Vacancies 


No Effect 


35.0 * 




Would 'increase 


49.7 


HA 


Would Decrease 


'10.6, 


51.4 


No Response/Don't Know 


J . 


'4.2 




100Z * 
(3125) 


100Z 
(3125) 

% 


* 






< 




* 


* 


j 
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^Pensions represent a significant proportion 'of the total cost of 
labor. Further cost reductions can be realized by converting 
health insurance into a supplement A medicare, or by 
discontinuing such coverage altfogeffier. Disability insurance 
could also be discontinued when an employee reaches age 65. 

The Amendments specifically penny/ employers to offer different 
levels or types of benefits to older workers in order, to control 
costs. Such differentials were not deemed to be in violation of 
the Amemdments, ERISA or other existing federal regulations. In 

^QJ U tlon.* olde r worker s .are mor e callable employees. That ia, 

more likely to be punctual, and" have lower absenteeism rates. 

When Employer beliefs concerning the impact of large numbers of 
workers postponing* retirement are compared across firm size, 
industrial sector and mandatory retirement policies, some 
interesting differences appear. „ t 

As seen in Table 28, the personnel officers of employees subject 
to an age limit are significantly more likely toranticipate an 
effect on the cost of labor (69 percent) than thkstf of employees 
subject to no age limit cCS 1 * percent). While the proportion 
expecting costs ^to increase is sfmilar among the two groups,- »(5U 
percent and 50 percent, respectively), employees subject to 
mandatory retirement rules were mor c e than three times as likely 
to work for employers expecting costs to decrease (16 percent) 
as employees not subject to such rales (4 percent). 

The employers of a surprising 21 percent of manufacturing 
workers subject to *an age limit believe labor costs would 
decline should large numbers of older workers postpone 
retirement. One can only speculate at to this finding. Perhaps 
hese employees are' less likely to be able to continue pension 
ccruals, or have their accrued benefit increased should they 
ontinue working beyona; age 65. Alternatively, the supposed 
lower absenteeism of older workers' may-^be the explanation, since 
in some manufacturing industries absenteeism is reported to be * 
alarmingly high. 



When responses are compared across size groups, a distinct trend 
emerges. The larger the size of the firm, the more likely 
employees are to have personnel officers believe there will be 
an impact on the cost of labor. Only percent of employees' , 
personnel officers in the smallest firms believe there will be 
an impact, but in tne largest firms 90 percent of the workers 1 
personnel officers expect an impact. Except for the smallest 
and largest firms, there is little difference in the- proportion' 
expecting costs to increase, but there is a difference yC the 
proportion expecting costs to decrease. In general, t hi larger 
the firm the employee wofjcs for, the more likely his/hfr 
personnel officer is to anticipate a decline in the co\t of 
labor should a^sign^f icant number of workers postpone retirement. 
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Table 28. Psrcent of Older Workers tfho«« Personnel Officers 

Anticipate Effscts oo ths Co it of Labor Should 
Law Humbers eg Workers Postpone Rstlreaent to 
Agi 70 by Tbalr Employer's Mandatory Retirement 
Poller. Industrial Sector and Site 



Anticipate A fcffart Should Lerge- HuaheX S of VnrWr* 



Postpone Retirement 



Employer's Mandatory 
Retirement Policy. 
Industry and Site 



' The Coat 
of Labor 
Will 
Increase 



The Cost 
of Labor 
will 
Deer sets 



The Cost 
of Labor 
will 
Remain 
the Same 



Mandatory Retirement 
Policy and Industry 



Mo 

Response 



Employer has a'MRA: 
Manufacturing 
Services 
Other 

Subtotal ) 

Employer Has no MRA: 
Manufacturing 
Services 
Other 
Subtotal 

Kuaber of Wbrkera . 
Employed ^ 

Fever than 200 
200 - 999 
1,000 - 4,999 
* 5,000 - 29,999 
30,000 - 99,999 
100,000 and over 



47.3 
56.7 
64.2 
54.2 



47.9 
51.2 
49.2 
49. ft. 



40.7 
56.8 
60.1 
59.5 
60.6 
28.8 



21.3 
14.4 
2.1 
15.7 



7.7 
3.3 
0.8 
4.3 



3.8 
2.1 
3.9 
6.9 
11.1 
61.6 



31.2 
,28.3 
33.7 
29.7 



44.1 
45.4 
50.0 
45.6 



0.2 
ff.6 
0.0 
0.4 



0.3 
0.1 
0.0 
0.1 



0.0 
0.2 
0.2 
1.0 
0.3 
0.0 



1002 
1002 

1002 fc 
1002 (1669) 



1002 
1002 
1002 

1002 (1338) 



\1 



1002 (613) 

1002 (576) 

1002 (536) 

1002 (595) 

1002 (366) 

1002 (310) 
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It reducing or controlling the coat of labor is a major reason 
for mandatory retirement rules, then one would expect employers, 
with age limits to be more likely to expect increases than 
employers without such rules. However, this was not the case. 
In fact, employers with age limits were more likely to expect a 
decrease than those without suoh limits. These findings are 
cons stent with the earlier finding that mandatory retirement 
rules were less important as a way to remove unproductive older 
workers than as a way to assure promotional opportunities. 
\ • p 

The findings suggest that , at least for some employers, assuring 
the retirement of older workers is of suf rieiffnT^ml^Tahce" lhat~ 
they are willing to pay for it In higher labor costs. This is 
true because a believed decline in costs associated with delayed 
retirements, means that employers are currently incurring higher 
costs through encouraging earlier retirement. As suggested 
earlier, assuring promotional opportunities may be the 
overriding concern of these employers. 

When anticipated effects on the number of vacancies are compared 
across industrial sector, mandatory retirement policy and firm 
size, the results show clearly that employers of workers subject 
to an age limit are more likely-.to believe there will be an 
impact on the number of vacancies shouid large numbers of older 
workers postpone retirement to age 70. Among this group, it is 
in the manufacturing industries th^t the proportion is the 
highest (78 percent)- Manufacturing employees' subject to an age 
limit were also the most likely to have employers believe a 
decline in the cost of labor would occur. It is in this segment 
of the economy that employers may be most willing to pay for 
promotional opportunities through labor costs. 

Employees of service firms sutfject to an age limit were very 
likely to have employers believe there would be an adverse 
effect on the number of vacancies (73 percent), however, th'is 
group was also the -most likely to have employers expept the cost 
of labor to increase (51 percent)* 

When responses are compared across firm size categories, a very 
strong trend emerges. The larger the employer, the more likely 
the number of vacancies is expected to be affected should many " 
older workers postpone retirement. The personnel officers of 83 
percent of employees of the two largest £ize categories expected 

an Impaot, a-proportion similar- in- magnitude to those 

anticipating some effect on the cost of labor. Clearly, it is 
among the largest firms t and the manufacturing and service firms 
with an age limit that most of the .impact is anticipated should 
many older workers postpone retirement. ' * ' 
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Given these anticipated negative effects, the question of what 
migfct employers and plan sponsors do, is addressed in the nest 
subsection* "« » 

Anticipated Changes In Benefits Should Many Older Workers 
Postpone Retirement I 

Few employees can expect~to be met with any change in policy 
^ should they postpone retirement; however, when, or if, changes 

• are made, % employees can expect their delaying retirement to be 

* met most often by an increase in early retirement benefits (17 
p^cent), followed ~by more liberal: gradual retirement (10 
percent) and better post-retirement health/wealth benefits (9 
percent). 'Relatively few 'older workers were employed by firms 
that might discontinue pension contributions for workers over 
age 65 (8 percent), or give youth ^priority in hiring (U percent) 

When multiple response's were merged it appears tihat the majority 
of^ older workers (65T2 percent) can expect their employers to 
make no policy changes at all should 'they delay retirement in 
significant numbers* Most of the thirty percent who may elicit 
a policy response from their employer will be offered more 
liberal inducements to retire— if -recommendaions are * 
implemented;^ pattern consistent .with earlier findings* It .fcs 
clear that most older workers work for employers who would 
prefer to use positive Inducements to influence employee 
retirement behavior rather then reduce the marginal gain from 
*c ntinued work* * 

Some notion of whether the recommendations were based on 
experience, anticipation *6t trends^, or were simply«dreamed up 
may be provided by Table 29. "Employees with co-workers 
expected to begin working longer were nearly twice as likely to 
elicit recommended changes from ttyeir employers as those whose 
retirement b havior is expected to remain the same* Employees 
- whose co-workers are expected to retire earlier are nearly as 
likely to elicit some recommendation for change, but the number 
of multiple recommendations Is smaller for this group* 

Employees expected to continue working, InngP.n-flr a glgntf^apt. 

more likely to be met with every response, expect ' g 

disc ntiuuation of pension contributions, than employees 
expected to begin retiring' earlier . 

A small, but significant minority 'of older workers (7.6 percent) 
worked for firms which might respond to their working longer by 
discontinuing pension contributions for workers over age 65, 
sometimes in concert with increases in other benefits. 



Table 29, Percent of Older Workers Wh Q «e 

Peraotmel Officers Recommend * 
Policy^ Changea should a Large 
Numb'er.of Workara Poatpona 
Retirement by Anticipated * 
Changes la tha Average 
Ratlranant Age i 



• 

Recommendation Increase 


Anticipated Changes in the 
Average Retirement Age 

No Retiree's 
in the Worker's 
Remain Occupation • 
Decrease the Same Last Year 


Recommended' Soma 
Change in Policy 


48,2 


• 41.4 


29,3 


25.2 


Individual Changea: 
Increase Early 
Retirement Banafita 9 


31,1 


23.6 


15.6 


f 

U.4 


Die continue Pension 
Contributions at 
At Age 65 

i 


12.4 


10,8 


?.o 


6.7 


Increase Post- 
Ret irement Health 
and Welfare 
Banafita 


19.2 


8.9 


7.8 


6.3 


Uberallxe 

Gradual 

Retirement 


18.2 


11.3 


10.0 


8.0 


Hire es Young 
a Workforce 
as Possible 


6,1 


3.4 


3,4 


3.3 


"•n 

a 


<4U) 


'(203) 


(1195) 


(1028) 
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5. ' Summary of Findings and Conclusion 
• i 

On the assumption that most of the effects of the 1978 ADEA 
Amendments will be felt through employer policies, rather than * 
on employees directl?, this section reviewed employer response 
to the ADEA Amendments* 

Summary of Major Findings 

In terms of the number of older workers affected, the greatest 
impact was on employers* mandatory retirement rules « Forty-four 
percent of the employees were subject to new mandatory 
retirement policies as a result\of the Amendments, and an 
additional 9 percent had policies changed for other reasons. 
The great majority (87 percent) of the changes attributed to 
ADEA involved retaining mandatory retirement with an older age 
limit. Only 6*4 percent of all older workers had their age 
limit removed as a result of ADEA . Nearly all employers 
resp nded to the legal mandatory retirement age permitted by 
the Amendments. Host of the employees experiencing no recent 
chanVe in employer policy (72 percent) had been subject to no 
age limit since 1976, and nearly all of the remainder had been 
subject to age limits of 70 or older prior %o the Amendments. 
Although the impact on employer's mandatory retirement policies 
was found to be quite large, the corresponding impaction other 
retirement-related benefits and policies was found to be of a 
much smaller -order of magnitude. s 

Between January 1, 1979' and* the time of the survey, (e&rly 1980) 
n -arly 10 percent of the workers' employers had altered their 
policies toward encouraging retirement* before the normal 
retirement age, and 12 percent had. altered policies toward 
encouraging retirement between the firms' normal and mandatory 
retirement ages. Nearly all of the pre-survey changes were in ■ 
the direction of more encouragement to retire early (8.6_ 
percent), or At ter becoming eligible for normal retirement (10.4 
percent). Employees who remained subject to an age limit had 
more of ten , received greater encouragement to retire before 
normal retirement age (9 percent) than those who were not 
subject to mardatory retirement (5, percent)*. 

When recently accomplished changes in policies toward 
encouraging retirement were, tabulated against personnel 
officers' recommendations that their employers consider changing 
inducements .to early retirement as a result of ADEA, the results 
show that 17 percent of employees subject to an age limit have 
been more trongly encouraged to retire early (8.6 percent), or 
might be offered more liberal inducements in the future (8.1 
percent). Only 2 'percent of these order workers have recently 
received les* encouragement to retire early, or might by offerecf 
less libera? Inducements in the future. * 
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Perhaps the most significant of the above findings is that at 
least .half the potential impact of°the Amendments on employer 
polioies^ had already been felt by the time the survey data were 
oollected . 

Employers, especially those retaining an age limit, were * 
offering their workers substantial incentives to encourage 
retirement before the normal retirement age, including full 
aoorued early retirement* benefits, continuation of health,* life 
and disability insuranoe after retirement, and retirement 
counseling. Employees* co-workers (those working for the firm 
in^the-same-occupatioir) 'had- be en res ponding to th"e~Inducementa" 
by retiring at relatively early ages (55 percent of all 
employees had co-workers retiring before age 62 and 72 percent 
by age 64, on average). Co-workers subject to an age limit had 
been retiring at substantially earlier ages than those not 
subject to a limit (43 percent by, age 61, 63 percent .by age 62 
and 79 percent by age 64, on average). 

Employers were asked whether the average retirement age was 
expected to change in the next few years. Sixty-four percent 
expected no change in the average retirement age for the 
employees 1 occupation. When ohange was expected, twice as many 
were expected to delay retirement as retire earlier, but only 7 
percent expected the average retirement age to exoeed 65, 

Given the policy ohanges alceady accomplished, the substantial 
inducements to early retirement, the relatvely young retirement 
ages, and the general anticipation that employees would not 
change their recent retirement behavior, one would expect few 
additional ohanges in pension or health anfl welfare benefits. 
The findings confirm this expectation and nearly all* of the 
reco«J*H4fti§SIS ::: involved either increasing benefit amounts, 
adding, typtes of coverge^or shifting 00s t| more to the employer. 

When plan sponsors* recommendations were oompared to the reason 
w Jjf policy changes were being actively considered or planned, 
ADEA was found to be responsible, even %n part, for very few of 
tne likely benefit adjustments in the near future. Most of the 
recommended ohanges were not under active consideration, and 
most of the changed that might aotually be made were due to 
other factors, and would have been implemented in the absenoe of 
the. Amendments • 

Consequently, the impact of A DBA on employee *s retirement 
benefits in the near future is expected to be quite limited. 
The effect of ADEA is overshadowed by a general trend toward 
more generous benefits produced by other faotors# 
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When employers and plan sponsors were asked what policy .change, 
they night recommend their organization consider should a large 
number of older workers postpone retirement to age 70, the 
response was again overwhelmingly in the direction of providing 
more generous benefits. While it was feared that employers 
would discontinue pension accruals for workers over age 65 in 
response to the Amendments, the results did not confirm this 
expectation. Only 6 percent of workers permitted to continue 
accruals beyond the normal retirement ,age had employers who 
would recommend the -alternative be taken under advisement. * 

Despite the inducements offered to encourage early retirement, 
the relatively young retirement ages and the anticipation that 
very few employees would postpone retirement beyoijd age 65, the 
employers retaining their age limits believed that mandatory 
retirement rules were important. However, these employers 
believed age limits were more important as a way to assure 
promotional fcpportuni ties than as a simple way to remove 
unproductive older workers. The larger the firm the relatively 
more important providing opportunities for younger workers 
became. 4 

Two other findings were consistent with the relative 
unimportance of agejimits 'in' removing unproductive older 
workers. The f i^rst^way that employees subject to an age limit 
were also more likely to be subject to formal performance 
evaluation, but they were no more likely to have the evaluations 
_become more strict in the near future. These results suggest 
that age limits did not act -primarily as a substitute for formal 
performance evaluations. % 

The second set of findings which were consistent with- the idea 
that providing promotional opportunities is more important to 
employers than removing unproductive older workers, concerned 
the anticipated .impaet of a large number of older workers 
postponing retirement to age 70. The personnel officers of 
workers subject to an, age limit were twice as likely to expect 
n impact on the number of vacancies, and the larger the firm " 
the more unanimous the response. Employers -with and-wirthoutr -age 
Waits were equally likely to believe the cost of labor would 
increase,* but employers of those ^subject to an age limit were 
four times as likely to believe the cost of labor would 
decrease . A surprising 21 percent of manufacturing workers 
subject to mandatory retirement, and 34 percent working for the 
largest firms (over 30,000 employees) has employers believing 
labor costs would decrease* should many older workers postpone 
retirement. Since these were' also the firms most likely to 
retain an age limit and offer considerable inducements to early 
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retirement, assuring prdmotional opportunities would appear to 
take precedence over controlling labor costs or retiring 
unpoductive workers for these employers. firing 

; 

Conclusions % 

t 

?or^ aJ ™ r 1 S 5° rt "^ erD }° pa0t of the 1978 ADEA Amendments was to 
force employers to raise their mandatory retirement age limits 

^?^ 8 o?? e ?- relat i\ ely Uttl » change in other rettremen? 

Jgg'i^^ in near 

- i. — * I w nvbn f — nvov cnan g fts were oe4ng^-aa<le— in res po nse to 
lulll Rather than Attempting to mitigate th« p ^ntlaV 
effect of the Anendmenis. most em p loyers appe aled to ^^ TVT^r- 
to see whether, and hnu. »iin i n v...i i 1--^ i.... ""^"ft 



r — it— — ' ^-^m-*.^jt eta appeareu t o oe wait 

see whether, a nd how, employees' retirem ent Ua.tn- ..m 
change before they alter poStlcles I 

2if?SL!f? re P resent onl y one variable influencing 

MfeiSSfe deois * ons - 0nder the "target-income" model of 
retirement behavior, most employees are predisposed to retire, 
or more accurately, accept a pension, at relatively younl ages. 

If? o ^nf a0t0r T i nf i Ue ? 0 f ng the tiDln 6 °f retirement ^ 8 8 

? ?; The deoision concerning whether the employee can 
llltd t0 h reti r e ? a ? be based on maximizing lifetime pension 
wealth, the extent to which the employee can maintain his/her 
E^E^E 1 ""' Standa r? of livi "6 Mediately after reUrement, 
rc Jremfn?" r y Pf ' re "!T enient benefits throughout the period of 
;r Conse <l uen tly, the level and kinds of retirement 

an?!e o S t«d f re ? h by r the eD P lo y er ' as well as rates of inflation 
anticipated in the future, influence the retirement decision. 

^ll 0y f%^ ereS ^ ed in contI * 0 Ulng retirements appeared to be " 
^»;„^.^ hS 6ar the ( c° sts of. maintaining the pre-Amendment 

? P™ idin 8 Dore generous retirement benefits. The 
-marginal cost of doing s&jaay not be that great, since few- 
workers were expected t-ojeontinue working beyonn age 65. 

n^? Ug ^ the f indin 8s °f this analysis do not provide condlusive 

there u iS enough consistent evidence to support a general 
?n^?„° f th ? firDS oost likely t0 be willing to counter 
incsasing retirement ages by providing stronger incentives. The 

St!!!! 3re ^ ikely t0 be lar « e ' ^ture, hierarchically structured? 
trolll ora " c o^anizations experiencing relatively' slow or no ' 
" ' J hey P r0D0te froD within and prefer to retain employees 
for an entire career, either becayser effective employees must 

? » »ub S t^ntial amount of firm-specific huSan L ital or 
Sl^"pMes Pr consistent with the firms' management , 
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For an employee to remain long with the firm he/she must & 
allowed to progress up the corporate ladder* Promotion/ 
opportunities in a relatively closed organization arexprovided 
largely through the retirement or death of older*j**fkers* The 
retirement of a single highly placed individuaj^can result in 
many promotional opportunities as the ef f ect/£rickles downward 
through the corporate structure* / 4 

Assuring that Retirements, and thus opportunities , occur 
predictably is of utmost importance to the successful operation 
o f— s u o h -a- s y s te m~-o f- -s e rsc n ne 1-m a n a g e me n W Svofi in the absence of 
other forces, the internal dynamics of the relatively closed 
hierarchical structure makes assuring retirements more important 
tl.an minimizing labor costs* These systems iilso foster a belief 
among employees that after a long career witlUthe company, older 
workers should retire to give someone else a Trance* 

When one introduces the pressures of new techrt^ogy, — 
obsolescence of human capital and reduced demand for labor — 
facilitating retirement becomes even more imperative, since the 
choice may tl*en be between an older worker retiring with partial 
compensation, and a younger worker's keeping his* job* In that 
event, the socially preferable alternative has peen to retire 
the older worker* m 

Barring any major change in economic factors or federal 
retirement policies in the short term , these firms will continue 
to encourage their employees to retire relatively early* 
However, the ADEA Amendments and other contemplated changes^n 
federal retirement policy are directed toward tfolyjlng^problems 
resulting form a situation that will not be*acute for some 30 
years — the shift in the age structure of the United States' 
population. If the social security retirement .age is raised^to 
68, or other incentives provided to encourage later retirement 
are enacted, substantial upward shifts in retirement ages are 
likely to result* , ' 

If retirement^ iges increase precipitously, tremendous pressure 
would be generated In the relatively closed personnel management 
structure, described above* Employers might be ^f aced with- the 
choiae of making major, structural changes in their system pf 
personnel management, or spending la^ge sums or money to pay 

retiring workers supplemental benefits until they are old enough 

, to^ flxiglif y for social securTfy benefits* y 

If retirement ages increa^5£*^re slowly, the outcome is more 
£ikel'y to be determined by other factors such as ^he rate of 
growth in -the economy, and the,, unemployment rajtje. The total # 
» long-terWirapact or the Amendments on ^eifiployee ^.behavior and 
employer policies \Hll likely be determined largely J>y changes 
in other federal ret£r,e|£nt ppAleies and^tuge* economic^ 
performance. & k. « ' 
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EFFECTS OF MANDATORY RETIREMENT 
ON YOUNGER WORKERS 
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Summary 



From a maoroeoonomic perspective, the likely change in older 
workers 1 labor supply is not of great consequence for the 
economy or the workforce as a whole. Thus, the fear of some 
that the mandatory retirement age of 70 will seriously affect 
Job opportunities for youngef* workers is generally unfounded. , 
However, it is possible that particularly vulnerable groups of 
workers in particular industries could experience fewer Jobs or 
^promotional opportunities", 

Q. — 

An analysis of census survey data was undertaken to assess the 
maximum immediate impact on younger workers resulting from any 
direct competition for Jobs held by age-6H workers who might 
elect to remain in the labor force past 65 due to the increase 
in the mandatory retirement age. The possible Job competition 
was assessed for youth, women and black workers who hold 
full-time, full-year Jobs at wage levels comparable to the 
older workers. The logic behind the analysis was that any 
short-term effect on these groups will result from a 
substantial number of older workers who hold Jobs comparable to 
these other workers continuing to work longer than they would 
have in the absen.ce of the change in. mandatory retirement age. 

The immediate effect of the 1978 Amendments on younger, female, 
and minority workers based on estimates of the direct effect on 
colder workers was found to be small. The estimated additional 
. number of comparable age-65 workers are potential competition 
for less than one quarter of one-percent of all full-time 
workers ages 16-2*0 less than one tjalf of one percent of all 
full-time black workers ages 16-59; and around one tenth of one 
percent of all full-time females workers ages 16-59, 



In all three comparisons (younger workers, black workers 9 and 
women workers) wito^older workers, the wage-comparable younger 
workers were concentrated in manufacturing, professional 
services, and wholesale and retaU trade, while the 
wage-comparable older- workers expected to work past age 65 were 
concentrated in manufacturing, professional services, and ~ 
public adminstration. When these wage-comparable workers were* (\ 
compared, the potential for significant Job slot competition 
within specific industries did not materialize. The general 9 

RaLt ej^^a^ _t hat ^-appareiit- Jiigh- aevel s o f- pot en^t ia 1 -co mpeti-Uo 

within certain industries tended to result, on closer scrutiny, 
from potential competition between workers in only a few - 
particular occupations . The greatest potential ror Job slot 
competition was not in occupations with the greatest number of 
wage-comparable younger workers but in the occupations with the 
highest ratio of wage4comparable older to younger workers, such 
asi craft workers fori all younger workers; managers, 
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craft workers and laborers for younger black workers; and 
trapsportation operatives, laborersVand craft workers for 
younger female workers. However, the magnitude of the ' 
competition is still very small, representing no more than four 
percent of the pool of comparable younger workers in any 
occupation . 

The focus of this analysis was full-time workers; however, some 
insight can be given to the impact of the change in mandatory 

re tirem ent age on part-time wor kers. Although t he data show 

datively— large WJmWrs oT~ younger arid"" older workers in- 
part-time employepent, no additional*competition is anticipated 
to result from the change in mandatory retirement age since 
most paqt-time jobs were not subject to mandatory retirement 
rules. Indeed, to the extent that workers who stay in 
full-time work past age 65 would have taken part-time jobs at 
that age, competition for part-time workjwould be lessened by 
the new mandatory retirement age. 



As a result of this analysis, it would seem that such, labor 
market concerns as youth unemployment and affirmative action 
are not likely to be worsened by the change in mandatory 
retirement age. Few older workers are projected to continue to 
work past age 65, and those that are likely to continue to work 
represent potential competition for a very small number of 
younger, female and black workers. 

POTENTIAL EFFECTS OF MANDATORY RETIREMENT 
ON YOUNGER WORKERS 

1. Introduction 

The primary target group for the 1978 ADEA Amendments 
raising the mandatory retirement age from 65 to 70 consists 
of those workers approaching 65 who were in jobs with a 
mandatory retirement age. To the extent that workers who 
would have retired at the madnatory retirement age continue 
to work, the change in mandatory retirement age had a 
direct effect on their labor force participation. 

> 

In an economy with a limited number of jobs at -a given 
point in time, a job heid by one worker is not available to 

_ -another -workers. Thus , to the -extent- ttrat ardBr- workers 
remain in jobs as the result' of the change in mandatory 
retirement age, there will be an indirect effect on the 

\ employment and promotional prospects of other workers who 
would have replaced them. 

If the older worker is part of a job hierarchy, his/her %r 
choosing to continue in the job may affect the promotion&h 
workers in subordinate job positions. W ' 
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On the other hand, if the older worker is in a 
nonhierarchial secondary Job where a variety' of other 
workers possessing comparable human capital may substitute 
for him/her directly, his/her ohoosing to oontinue in the 
Job may affect Job-slot availability for other workers* 



The magnitude of such, effects on younger workers depends ^ 
on: (1); the^aize of the impaction older workers (i.e., the 
number "bf. older workers who do not retire as a result of 
the change in mandatory retirement age); (2) the kinds of 
Jobs older workers have; and (3) the characteristics of 
older workers likely to continue to work as the result of 
the change in mandatory retirement age.. Since we know that ' 
workers with different characteristics are not equally 
likely to retire, we anticipate the indirect effect on 
younger workers to be selective as well. Thus, even though 
in the aggregate the number of older workers who choose to* 
continue to work may be small % the differential nature of 
the effect could be significant for some sectors of the 
labor force. 

There are groups of younger workers whose unique labor 
force characteristics make them a* locus of special concern 
when' considering the indirect effect of the change in 
mandatory retirement age on new entrants, re-entrants, and 
late entrants into the labor force and on promotional 
prospects for t^ose already t in the labor force. Minority, 
women and young workers fare poorly compared with white 
middle-age males on all measure of labor fo<ce status. > 
Consequently , »there is sensitivity to any policy which 
might contribute to* further deterioration of the economic 
position of these vulnerable grotiP!r; 

Currently, young workers, particularly minority young 
workers, are of special interest because Of their high 
unemployment rate. Thus, to the extent that older workers 
who choose not to retire hold Jobs that young workers could 
.hold, there Is concern that the youth unemployment rate may 
be exacerbated by the change in mandatory retirement age. 

• » • 
The effect on women and minorities is of interest, since it 
has been argued that continued labor foroe participation of 

- old er worke pb- aay-preventr-new-trtres-and frost, r<a~te 

affirmative action and the goals of equal employment for 
women and minorities. One argument* In favor of mandatory 
retirement suggests that women arid minorities will be tne 
ones that have to wait for Jobs if older workers oontirfUe 
to fill Job slots (Givens, 1978). Slnoe women and 
minoriti es are also represented in the older worker „ 
populati on, members, ,of these groups may»'of oourae, both 
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benefit directly and suffer Indirectly as a consequence of 
the change In mandatory retirement age " Thus, older women 
and minority workers may elect to work longer and thereby 
contribute to a reduction in job slots foT^ounger women 
.and minority workers. * S 

Among *the arguments advanced in support of mandatory 
retirement is that it establishes an age^at which most 
workers are expected to leave their jobs, thereby. , creating 
openings for younger, less senior workers* If the job Held 
by an older worker is part of a job hierarchy, a series of 
job openings will^be created when the job is vacated, with 
each worker moving up a level -arid a young worker hired to 
fill a position at the lowest level. Thus, i% is argued, 
if older workers delay retirement there are two potential 
'negative consequences for other workers: promotions are 
retarded, and younger workers are not hired. 

If the job is nott part of a hierarchy, and has the 
characteristics attributed to jofcs in the secondary labor 
market, a ypunger worker can substitute directly for an 
older worker who retires. Thus, when »an older worker 
chooses to continue working in a secondary j*ob, younger 
workers qualified for the job may be affected directly. 

However, since f most secondary jobs are not subject to 
mandatory retirement, the change in mandatory retirement 
age should npt adversely afreet most secondary job 
openings. In ^the past, older workers forced to retire from 
primary jobs have often tat^gjfcfoecondary jobs where they 
directly competed with minorities, wome n and youth.^Thus, 
to the extent that older workers stay in primary J jobs as a~ 
' result of the change in mandatory retirement age, their 
direct competitioner jobs* with younger workers in the 
secondary ldb u r m ar k e t m ay b e re duc e d . • . 

•The possibility of fewer promotions and job openings for 
younger workers are not the only concerns of those who 
oppose raising the mandatory retirement age;; Another 
involves employers' ability to meet -affirmative action 
goals. Firms are required by law to hire qualified 
minorities and women in order to increase their 
representation in the labor force. If older workers remain 
on the job and positions do not become vacant, all Hiring 
including hiring of minorities and women will be retarded. 

Although the expressed concerns for younger workers, ^omen 
and minorities raise important issues o&» social policy, 
they are widely regarded by economists* as being based on 
several questionable assumptions: 
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That the number of Jobs in the economy is fixed; 

That a position which becomes vaoajit is always 
filled; 

That women and minorities oan successfully 
compete "for most of the JoTas that beoome vacant 
When an older worker retires; 

That a significant nunber oft older workers will 
continue to work in response to the ohange in 
mandatory retirement age. 

In the short run, whet'her or not younger workers , women 
and minorities are affected by the change in the mandatory 
retirement age depends on the extent to which they compete 
.for the same Jobs and on the number of oldeV workers who - 
actually remain on the Job. 

Mandatory retirement rules establish upper boundaries only 
on the age at wtfich individuals in covered Jobs most v 
retire. Individuals in non-covered Jobs may work as long 
aa^it is mutually benefibial to them and their employers., 

Previous Studies of the Impact of Older Workers 1 Lafror 
Supply on Younger^ Female and Minority Workers ' ^ 

A. Attltudlnal Studies 

Effect on hiring , Copperman, Montgomery and Keast (1979) 
studied the impact of the ADEA Amendments on youth, €bmen 
and-mino rit^e s wlth -the following wopk4^g— hypothec! si 



Ttfe legislation will not have a significant adverse 
o Impact on the Job op portunities of yo uth, women and 
minorities. While mandatory retirement may constitute 
one source of 'Job openings, the effects of economic 
growth , 'diversification, technological changes* and 
normal Jqb turnover (including voluntary retirement) 
will overwhelm the contributions to overall Job 
. availability in the economy, structural labor market, 
problems, however, may ooour in certain areas such 'as 
declining industries with aging workforces. 
* 

Copperman et. al* expected any impact on young, minority 
and female workers to differ aocording to characteristics 
of the firm and its labor force* Industrial 
olassif loatlon, geographical location, and size of the 
firm, along with the age structure and occupational 
distribution of, employees were predicted to influence 
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employers' assessment of the potential impact of the change 
in mandatory retirement age. In testing the relationship 
between firms 1 characteristics and anticipated impact of 
the Amendments» Copperman et. al found that regardless of 
business type, employers did not anticipate that the 
Amendments would affect Job opportunities for youth, 
minorities or women. Employers in manufacturing, retail 
trade and service industries were the most adamant in their 
belief that the Amendments would not affect these groups. 
Size of firm was fouqd to be, related to -employers 1 
perceptions of the impact of the Amendments, The larger 
the firm, the more likely employers were to view the 
amendments, as a source of reduced opportunities for youth, 
women and minorities. a 

Copperman et. al. were also interested in exploring whether 
anyone? thought the change in mandatory retirement age would 
increase job opportunit ies for older women and older 
minorities. They found that as the proportion of older 
worRers i n a firm increased,- respondents believed- the 
Amendments would increase job opportunities for older 
minorities and older Hfosnen. 1 

Affirmative Action . Regarding the issue oX equal 
employment opportunity goals, most respondents in a 
Conference Board study (Meyer, 1978) expect little change 
as a result of the Amendments. There are at least two 
scenarios which predict no change in affirmative action ( 
hiring. One is predicated on the assumption of no changfe 
in Job opportunities resulting from the change in mandatory 
retirement age. Thus, affirmative action hiring will 
continue as^ before the Amendments. The second scenario is 
predicated on the' priority of affirmative action, hiring in 
the presence of reduced Job opportunities* The implication" 
of this scenario is that affirmative action hiring will 
continue in the presence of reduced Job opportunities, t 
Thus, if the number of Job slots is reduced because of the 
change ^n mandatory retirement age, women and minorities 
will still be hired in an attempt to meet the goals of 
affirmative action, i. e. to obey the law. The second 
scenario is consistent with the notion that the affirmative 
action policies for firms occur outside normal hiring and 
promotional ohannels. 

Prompt lonal ' Prospects . Both the Johnson and Higgins 
(Harris, 1979) and the Conference Board (Meyer, 1978) 
studies addressed the impact of the amendments on 
promotional prospects for younger workers. In the Johnson 
and Higgins sample, more business leaders (46 percent), than 
current employees (3U percent) thought* that older people 
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should be forced to retire to open jobs for younger 
workers. Business managers in the Conference Board study 
anticipated little or no impaot on promotional 
opportunities for younger workers, mainly beoause they 
anticipated minimum impact on, retirement in general* 
Retirements are considered only one vehiole for Job slots 
to beoome available.* Employees leave Jobs for reasons 
other than retirement, and new jobs are created when an 
industry is growing. 

Of the executives who thought that the Amendments might 
reduce promotional opportunities, the estimates were from 
10 to 15 percent fewer Job opportunities to less than 
one-third of a percent reduction - in Jph opportunities. ^. 

In general, these attitudinal studies provide no 
information regarding 1 the underlying processes which will 
produce the anticipated changes* They simply present an 
informed opinion of what will happen. "Although the sampled 
individuals are -knowledg^eableVyand to that* extent the 
information provided^ useful, they do not provide 
information leading***) t;he identification of the important 
factors which an*employer weighs in making decisions about 
retirement policy* 

B. Case Stud ies 

As part of a case atu&y- of 50 v firma* retirement policies 
oonducted by the Department,* respondents were asked: N Do 
you expect increasing the mandatory retirement age from 65 
to 70 will affect the promotional opportunities of younger 
h ^ -♦sp<mde<3-to— the-que^Uon , k said 



it would have no effect on promotional opportunities, and 
22 said it would have an effect on these opportunities. » 
However, 18 of the 22 positive, responses were qualified. 
Two respondents suggested that expansion would outweigh any 
impact of WBEA, and one respondent said that inflation was 
the key— without inflation, ADEA would have no effect. The 
remaining 15 respondents' qualified their responses with* 
variations of: "Yes, there -will be *n impaot, but it will 
be too small to create a major problem • 



Respondents were, also asked whether the Amendments will 
have an indirect impaot on the firm's ability to employ 
women and minorities. Of those wjio responded to this 
question,* XO said it WouldTiave no effeoti and 14 aaid It 
would have -an effect. Of those* who responded that it would 
have an effect, 8 indicated that the effeot would be slight. 
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C . Economic studies 

Cantrell and Clark (1979) recently completed a comprehen- 
sive effort to estimate the impact of the change in 
mandatory retirement age on promotional prospects of 
younger workers. They assumed an unchanging age structure 
and a zero rate of growth , then calculated the ^average rate 
of upward movement in the labor force. A person's rank in ~ 
the employment hierarchy was equated *to the ratio of 4 4 
persons older to persons younger than the individual. 
Using age-specific mortality rates and labor force parti- 
cipation rates of U.S V males in 1970, Cantrell and Clark 
estimated the average age at which individuals will reach 
various ranks in the employment hierarchy. 

To estimateH^he impact of the change in ma'ndatory 
retirement age pn promotions, Cantrell and Clark increased 
the over-65 labor force participation by U and then by 10* 
percent, the" estimates of increased labor f orce^participa- 
tion resulting from the change in mandatory retirement age. 
Increasing the labor force participation rates created only 
minor delayfc *in the age of attaining any rank, with older, 
more senior workers, experiencing the greatest delay . To 
calculate tfye maximum possible impact of mandatory retire* 
ment ruLes, Cantrel and Clark assumed that all retirements 
at 65 are 4& to mandatory retirement' rules.. Under this 
a ssu^pti on greatest delay at the* highest rank would be 
half a year,'>Wttrie at the lower ranks individual promotions 
would be retarded by 5 to 1Q weeks . 

The Cantrell-Clark model views the labor force as 
homogeneous, with all workers of a given age having the) 
same probability of being hireM and promoted as any other 
worker. In- addition, it assumes that raters of hirin&^Snd 
pro motion are the same from one ind ustry to another and, 
finally, that age is perfectly correlated with seniority 
and seniority is an. adequate indicator of relative 1 
productivity. The results reflect average promotional & 
prospects throughout the economy. Recognizing that? the 
Impact may pe significant for some employers, Cantrell and 
Clark describe circumstances under which the impact of the 
change in mandatory retirement age will be more severe than 
suggested by the average delay in .hiring'. The factors 
identified as affecting the promotion rates in a firm ar# 
growth of the firm, hiring strategy, quit rate antf * 
retirement rate. * «. 
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D. labor Subatltutabl 11 ty leseareh ♦ * 

* * 
There are two basic mechanisms by which the age structure 
of the labor force can change substantially. One is > 
through demographic shifts such as increased birth or 
mortality rates; the other is through greater labor force 
participation of different age'groups. An example of a 
change, in the* age structure of the labor force caused by a 
demographic shift is the huge increase in the number of 
young workers entering the labor force in the late 1960*3 
and 1970's as the post-World War II "baby boom" cohort 
matured. An example of a change in the age structure of 
the labor force caused by greater participation of a 
particular age group would occur if older workers responded 
in large numbers to the changes in the mandatory retirement 
age by staying in, the labor foroe. 

In either case, us the age structure of the labor force 
changes, a focus of concern is the impaot of the shift on 
the employment status and wages of the workers themselves 
as well as on other workers In the labor force. In terms 
of employment status, the question of whether the larger 
number of additional workers will compete for Jobs with 
other worker's of different ages beccfmes salient. In terms 
of wages, the issue of increased numbers of workers driving 
down wages for the enlarged groups is raised. 

Review of Research . The concern in this study is the 
potential for o^der workers, who choose to remain in the 
labor force as a result of the change in mandatory 
retirement age, to*substitute in the labor market for 
younger workers. Previous studies relating to this issue 
are critically reviewed by Hammermesh and Grant X1979). 
They divide the known studies of labor-labor^substitution 
Into the following categories! studies of the production 
and non-productfon workers; studies of substitution by 
education group; studies of substitution among age and sex 
groups; and miscellaneous studies of sutgstitutlon. 

The third group of studies dealing with substitution among 
age and sex groups is the most relevant for this study. 
£our studies are summarized . Unfortunately, the demand 
models- estimated in the'se *four studies' make* the Implicit 
assumption that the impact of an increase in tfce\ize of 
the labor for^ce in a particular demographic category is 
felt by that demographic group and by other grbups in the 
form of a wage effect rather than an unemployment effect. 
In other words, these studies posit that an increase in the 
number of older workers might lead to a drop in their wage 
rate (and possibly the wage rate of other groups) but not 
an increase in the unemployment rate* In fact, in a world 
of imperfect wage adjustments, one might expect both ' 
unemployment and wages to be affected. 
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The results imply that an increase in the number of men in 
a particular age category had a stronger negative ef fecit on 
the group's own wage rate than on the other groups' wage 
rates. Thus, if there were a sizable Increase in the 
number of older workers, the main effect would be to 
depress the wages of older workers relative to younger 
workers. 

If wages were not to adjust fully to the increase in the 
labor force, one would expect that the resulting 
unemployment effect would similarly be concentrated within 
the oider age group. Younger workers would be relatively 
unaffected. 

Findings from the Case Studies . To find ouT*whether 
workers of different ages are direct, substitutes for one 
-another, the DOL case study firms were asked whether 
workers aged 50-69 and workers aged 30-^9 currently were 
performing the same Jobs. If they were, employers were 
asked to identify the Jobs that the different age groups 
had in common. Employers were also asked whether 
50-69-year-old workers anoVlfl-29-year-workers applied ^or 
the same Jobs and, if they did, whether both younger and 
older applicants were hired to fill the Jobs. 

/ % 

Fourteen respondents indicated that all "Jobs, and 6 
indicated that quite a few Jobs, were held both by workers 
aged 30-49 and 50-69* This compares with 6 respondents 
reporting that 18-29-year-old workers and 50-69-year-old 
workers applied for, and actually were hired for, almost 
all Jobs within the firm. The industries represented by k 
these 6'employers are construction, finance, insurance and 
real estate, manufacturing, mining, services, and wholesale 
trade. Seven respondents indicated that 18-29-year-old 
workeps and 50-69-year-old workers apply for and receive 

Anfcry 1*>vo1 ; nan .,«k 1 1 1 f>rt jnhs t . „_ 



The major difference between the response comparing t^fctwo 
age categories is that the 30-49-and 50-69-year-old workers 
are more likely to be substitutes for one another J^han are 
the 18-29-and 50-69-year-old workers. The latter group are 
most likely to be substitutes only for entry-level or 
low-skilled" jobs. 

Analysis of Direct Competition for Job Slots Between Older 
and Younger Workers ' 

A* Hypotheses and Expectations 

It is well known that workers often retire prior, to age 65, 
the previous mandatory retirement age. Their propensity to 
retire is related to their pension coverage which^in turn 
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is closely related to firms 1 wage levels and the use of 
mandatory retirement. The more highly paid Jobs are more 
likely to have pension coverage and be subject to mandatory 
retirement provisions. Lower paying Jobs are less likely 
to have pension coverage and be subject to mandatory 
retirement, especially in the case of secondary Jobs. The 
representation of 'workers age 65, compared to workers ages 
60-6*4, decreases in industries' and occupations with high 
rates of mandatory retirement; the opposite is trqe where 
the incidence of mandatory retirement provisions is low. 

In addition, there are older workers who are forced out of 
primary Jobs at the mandatory retirement age and who take 
secondary or-part-time Jobs in order to continue working. 
To the extent that these workers elect to continue in their 
primary Jobs as a result of the change in mandatory 
retirement age, there will be reduced competition with 
younger workers for secondary Jobs. 

There are a variety of potential competitors for secondary 
Jobs, which require low levels of specific human capital 
and training and, therefore, are easy to enter. - In 
addition, secondary Jobs have low wa^ges, no Job security, 
no fringe benefits and no future advancementr. Competition 
for these Jobs comes primarily from young workers, 
especially young black workers, women of all ages, and 
older workers. Consequently, it is in these Jobs that we 
expect to find the greatest Job overlap among older 
Workers, women, minorities and youth. However, , it is 
precisely workers in secondary Jobs who are least likely to 
be. affected by any change in mandatory retirement 
requirements-* ■ — ■ 



In this analysis the effect of the change in mandatory 
retirement age on promotions and hirin g of voun yer y orw^ra 
has not been estimated. Promotion and hiring patterns are 
firm-specific to a great extent. Since neither data at the 
firm level nor a model of the firms 1 hiring and promotion 
patterns r ere available, this process could not be 
analyzed* In addition, promotions oocur over long time 
periods and, although the pattern of promotions may be 
distorted somewhat by a rise in the mandatory retirement 
age in the s. ort run, a variety of factors can mitigate any 
adverse effects on a firm's promotional policies In the 
long-run. Instead, the focus in this analysis is on the 
potential for an immediate adverse effect on the Job 
situation of younger workers resulting 'from an increased 
labor aupply on the part of older workers\due to the change 
in mandatory retirement age. 
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Due to the lack of >tn appropriate macroeconomic model, , 
there is no totally satisfactory way to measure the 
potentN^impact of the .change in mandatory retirement age 
on younger workers, .women and miryrities. ^However , a 
number of existing sources can be used to assess the 
general nature and likely magnitude of the effect. 

The s;ort-run effect will depend primarily on the" number of 
older workers changing their retirement plans as a result, 
of the change in mandatory retirement age. It will also 
depend on whether the workers who eleQt to continue to work 
hold Jobs that younger workers would move into if the older 
workers retired. <* 

4 \ 

.The long-run effect will depend on a variety of factors 
whioh we c nnot accurately forecast at this time. Some of 
these are macroeconomic such as the inflation rate_. In 
addition, firms may alter retirement incentives by changing 
the structure of pension plans. Even attitudes regarding 
the socially acceptable or desirable retirement age could 
be affected in the long run, thereby contributing ' to a 
change in retirement behavior. * 

B. Plan for^Job Slot Competition Analysis 

This analysis used March 1978 Current Population Survey 
data to determine workers* occupation, industry, age, race, 
sex and wages. For each group of interest— young workers, 
minority workers, and female workers— a two-stage analysis 
was conoucted. First, the potential for these workers to 
be in direct competition for jobs with older workers was 
established, rf substantial potential for Job slot 
competition was found, the magnitude* of the potential 
impact was estimated in terms of job slots unavailable for 
younger wo-rkprfl , minority w o rker s and f e male workers * d ue— fee— 
older workers 1 remaining in thejr jobs. 

To assess the potential fob job^slot comeptition, the age 
distributions of workers in specific occupations, 
industries and occupations within industries were studied 
in order to characterize tj)em according to predominant age 
distribution patterns. If they are young and growing, the 
change in mandatory retirement age should hawe no 
substantial impact on the number of available job slots. 
On the other hand, in an aging industry the impact could be 
substantial. t 

After this genera}, picture of the age structure of 
industries and occupations was drawn, older and younger 
workers were compared on the best available indicator of 
human capital--annual wages for full-time, full-year 
employment. * 
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For .occupations within industries, the age distributions of 
workers receiving similar -Wages were compared. It was 
assumed that workers receiving similar wages in the same 
occupation and industry are substitutes for each other and 
therefore potential' competitors for the same jobs* To the 
exte>nt that jfoung, minority and fejnale workers were making . 
oomparable wages in the jfame occupations and industries as 
older workers, they were Judged to be substitutes for these 
older workers and potential competitors for the^same; Jobs; 

Workers age 6k were oompared to other (younger, female and 
minority) workers as the basis of the estimation 
procedure. This procedure was based on the observation of 
Burkhauser and Quinn (1980) that by far the greatest impact 
on retirement of the age-65 mandatory retirement age was on 
people reaching age 65. Therefore, it v as assumediin this 
analysis that the age 6*1 group will have the. greatest 
response to the lifting of the mandatory retirement age. 

To estimate the magnitude of the effect of the change in 
mandatory retirement age on Job opportunities for young, 
minority and female workers, information on the incidence 
of mandatory retirement provisions for particular 
occupations within industries and on the labor supply 
response of older (age-6M) workers to the change in 
mandatory retirement age was applied. In situations where 
there were older workers comparable to younger workers, the 
known incidence of mandatory retirement provisions ^or a 
particular occupation within an industry was used to 
estimate the pool of potential additional comparable older 
worker s. These were work ers who prev iously had been 
-subjout to age-65Taariotatory retirement provisions* in 
•order to estimate the number of workers in this pool who * 
might continue to work for one more year (i*/e, past age 
65 ) ; -the- number-in— thfr poo-l-was- multiplied ;by"tfce~ t>est" 



estimate of the number of workers expected/to continue on 
their present Jobs"* In this way, an upper/ bound was 
estimated on the number of slots that will not be 
relinquished by aider workers as the result of the change 
in the mandatory retirement age* This estimate of the 
impact of raising the mandatory retirement age is for the 
one-year period when workers reach age/65. 

C Summary Results of : the bps Analysis 

Younger Workers. A maximum of 117 ,8^5 full-time/full-year 
workers age-64 and previously subject^) mandatory 
retirement provisions were Judged t6 hffve Jobs comparable 
to workers ages 16-19 >nd/or 20-2Jt/in 1977. Of the 117,825 
oomparable '6M-year-old-workers, iXJ is estimated that lA ' 
peroent (16,1*96) will oontinue working past age 65. These 
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additional comparable older workers are potential 
competitors for 0.43 percent of the comparable workers ages 
16-19 and 20-24. They represent 0.24 percent of all 
full-time workers ages l67*fr1and 20-24. ^ 

The greatest number of - wag*- comparable older workers are < in / 
manufacturing, professional services and public \ 
administration. These three industries account for m ore' 
than two thirds of - the comparable older workers. The^^ 
distribution for wage-comparable 16-19-year-old workers 
shows the highest concentration in the wholesale and retail 
trade industry, manufacturing, professional services and 
finance. For cthe wage-comparable 20-24-yearj old workers, 
the highest concentration is in professional services and 
manufacturing, followed by the wholesale anA retaU trade 
industry and finance. / 

Thus, it appears th&.t, f 0 r both groups of ^younger workers, 
manufacturing and professional services. are the industries 
most vulnerable to any direct job slot competition 
resulting from the change in mandatory retirement age. 
Although retail and wholesale trade have large numbers of 
Wage -comparable younger workers, there are relatively few 
wage-comparable older workers in these industries to serve 
as a potential source of c6mpetition for younger workers. 
In a- like manner, although 'the finance industry accounts * 
for over 10 percent of both the, 16-19-and the 
20-24-year-old wage-comparable workers, it accounts for 
less than 6 percent of the wage-comparable older workers. 

Table 1 summarizes the degree of potential job slot 
competition between wage-comparable younger workers and 
older workers in the same occupations and ^industries. 
Column one is the percent of wage-comparable younger 
wor-kera refrreseVvted by the— nuaber-^of oomparable>-age-64- — — 



workers subject to mandatory retirement. This column 
represents the maximum amount of competition should all 
age-64 workers subject to mandatory retirememt provisions 
choose to remain on their jobs. It also represents a 
maximum for another reason. In this comparison of younger 
and older workers, it is implicitly assumed that 
wage-comparable 64-year-old workers compete only with * 
wage-comparable workers ages 16-24. Clearly tnat is not 
the case, since there are wage-comparable workers in other 
age groups also in a position to compete wib{i__ojA3er workers 
should they choose to remain on their jobs. » 



( 



153 



Table I. Tercenc of Younger Worker* In toealble Job Slot Competition 
with 64~Yeer-01d Worker* Subject to Kandacory tetlxeaent 
and Additional 65-Year-old Uorkera Expected to Work In 
tbe Abaence of Mandatory Eatlreaenc 



lad uj cry 
and 

Occupation 

4ar . , Foreae 4 

rub. 



Ferctnc of Base 
Conparablt 16-Z4-jrear Old .vorkera 



Potentially In Competition gltbt 
Uorkera u7 u 



0.1Z 003,977) 



Uorkera Aae 63 
0.021 



Additional 65-jreer-old 

Uorkera aa a 
Percent of all Younger 
Uorkari la cha Indus err 

0.01Z (174,000) 



Laborer 
Maneter 


7.4X (2,130) 
OX (103.827) 


1.02 
OX 




Mtnlirg 


21.3X (2,497) 


3.0X 


0.12 (67,000) 


Crafta 


21. 3X (2.497) 


3.02 




Cona traction 


5.22 (63,113) 


0.7X 


0.092 (349,000) 


t Xanager - 


22. OX (2,186) 


'3.12 




Clerical 


6.4X (12.269) 


0.92 




Crafc 


2.2X (20,460) 


0.32 




rranifort 
Operative 


17.12 ( 3,286) 


2.42 




Uborer 


3.9X (24.982) 


0.32 




Ovrable Cooda 
Hanof ecturlng 


4.32 (493,389) 


0.6X 


0.32 (942,000) 










— dental 


ZlrOt-ttSrOlO) 


2vfX 




Crafta 


jft.62 (92,444) 


0.92 ' 




Son-Traneport Operative 3. OX (372,933) 


0.42 




Ubertr 


9. 22 (17.960) 


1.32 
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Table 1, 



(continued) 



ladmcry 
end 

0ccwcl<m 

Roa~Oureble Goods 
Ueaufac curiae 

rrofe«>loaal 

Clerical 

Craft 



Ferceat of Wage additional 65-»«*i*oi<f 

Comparable 16-24-mr Old Worker. Worker. eT J"^° ld 
.locentlall^ln C Petition with p trcwe of ^ Touaftr 



Workar. ate 

4.8Z» (513 , 039) 
22.0* (9.492) 
5.9Z (82,034) 
7.2X (74,589) 



■oa-Traaepert Operative. 2,02 (317,389) 
Tranaporc Opereclve. 1£.8Z (22,044) 
laborer u, 71 (3,213) 



,tfc<>i . rerceat or all Touattr 
Worker. Ate j 5 Corker, m rt. T^tr r 

°' 7 * 0.7X (720,000) 

3.11 
0.8Z 
l.OX 
0.3Z 

2.31 , 

2.0Z 



Traaaportaaioa aad 
Public Otlfttlee 

Clerical 


) 

6.9Z (89,305) 
5.SZ (53.311) 


1.02 
0.8Z 


0.2X {354.000) 


Craft \ 


28. IZ (8,179) 


4,02 




Traasporcacloa 
Ooer.tlTi 


3.21 f25.8lS) 


o.tz 





whole. tit aad la tall 



Trade: 
Maaater. 
Sale. 

Clerical 



0. 9 1 (9 04,431) 

1.71 (104.785) 
0.8Z (218.030) 
0.7Z (182,391) 



0.2Z 

0.1X" 

0.1Z 



0.07Z a, 735,000) 
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Table 1. (coUlnuad) 



laduatry 
aad 

Occupy loo 

UholaaaU cad tacall *. 
Trad a coatlauad 

Craft 0.9X (33,128) 

HoD-Tr«uport oVaratiYaa 2.01 (34,227) 

Transport Oparatlraa 2.01 (31,530) 



rare ant of Uaaa 
Coacaxaala lfr-24-yaax old vorkara 
.... Fotantlally la Coatpaclcloa vlth:* 
Bo^ari Ata 64 1 Wotkara Ma~63 



Additional »5-ya*r-<31d 

* Borkart aa a 
fare ant of all Toanx 
Porkan la cha Indmtry 



0.12 
0.3X 
0.32 



Lai"© ran 


2.02 (64,348) 


0.32 




Sarvlea Vorkars < 


0.1X (212.192) 


*0.022 




f Inane a , 


1.7Z (400,342) 


0.22* 


* 0.2X (373,000) , f 


Maaagara ^a 


«.0X (U.M9X * 


1.3X 




Salaa 


9.02 (9,038), 


*Y.Zl 




Clarlcal 

4 


1.2X (371,862) 


o.ix 




J Sanrica Uorktrs 


3.« (3.703) 


0.3X ? 




* • 

lualnaai aad lapalx 
Sarvlcaa 


6. OX (33,386) 


0M I 


0.1X (267,0f-b) 


Frofasaloaal 


37.82 (1,727) 


3.3X , 0 




Clerical 


3*82 (9.E63) 


- 0~3X - - - 




Craft 


t.n (23,998) 


0.72 
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Table 1. (continued) 



laduatrj 
nd 

Occupation 

Firuul $«rric»* 

MlHAjari 

goui»hold Bqrfcwt 



Ptrcoat of «*f « * 
Co«^*r*bt« 16-24-raar Old Workars 



Potentially In Caggaclclon vlth 
Worker i At> Si 



.22 (16,336) 
4.5Z (4,236) ' 
01 (12:iQ0> 



Worker* Ago 65 
0.22 
0.6X 

<tt 



Additional 63-yejJ*old 
p tfotkera ee « °^ 
Percent of all Tounger 
Wbrk>r» la the tnduatrf 

0.022 (163,000) 



fcacreatloa 



19 



.82 (1,331)^ 
19.82 (1.331) 



2.02 
2.82 



0.22 (26,000) 



frit Miami Jtrrlcu 2. 
Profoaalonel 

Citric*! * 
Craft* 
^laborer 
Service tforkert 



92^ (1.043,129) 

3.92 (182,434) 

U.32 (3,808) 

0.32 (378,101) 

44.82 (1,791). 

U.22 (3,822) 

4.32 (269.133) 



0.42 
0.32 
1.62 
0.062 
6.62 
p. 132 
0.62 



0.42 (1,153,000) 



Public Admialecrition 10. 
Q CI or leal 

Craft 



92 (121,309) 
8.82 (U6.866) 
64.32 (4.4A3) 



1.52 o 
1.22 
9,02 



Totxl 



3.02 (3,792.476) 



0.432 



0.62 Q95.000) 



0.242 •(4,824,000) 
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The second column of Table 1 shows the degree of potential 
job slot competition between wage-comparable younger 
workers and the estimate of the number of older workers ' 
likely to continue in their jobs one more year. The final 
column shows the percent of all younger workers in an 

industry rep r esented by the estimate uf additional 

wage-comparable age-65 workers. 

"Column two shows that, although there may be a degree of 
pote tial competition for jobs in specific occupations 
within industries, the degree of potential Aompetltlon by 
industry in ^geueral is very low. The expecWEion of 
substantial competition in manufacturing does not 
materialize, with a little over half of one percent of the 
younger workers in potential job slot competition with 
older workers. For professional services the potential 
competition is even lower. Although the absolute number of 
potentially competing older workers is higher in these two 
industries, the large number of wage-comparable younger 
workers in these industries tends to dwarf the competition 
from the older workers. Since all of the wage-comparable 
workers are potential competitors, the greatest competition 
would be among younger workers rather than between younger 
.and older workers. This conclusion applies at the industry 
level; however, there may be differential factors by 
G' cupation which increase potential competition between 
same-occupation" wage-comparable younger and older workers 
within an industry. 

The only industries where the degree of potential 
competition is more than one percent are mining and 
recreation. For both these industries, the wage-comparable 
workers are' in one occupation and represent a small portion 
-4>f the total workers in the fndustry. 

The>»«u^ational distribution of wage-comparable younger 
workers a^es 16-24 and older workers age 64 and subject to 
ma datory \etirement can be summarized as follows: The 
older wage-eooparable workers are mainly clerical workers, 
operatives, cra>Qt workers, professionals and service 
workers. The dominant occupations of wage-comparable 
16-19-year-old workers are clerical workers, service 
workers, operatives and sales workers. For wage-comparable 
20-24-year-olds,, the dominant occupations are clerical 
workers, operatives, professionals, and craft workers. 
Since clerical workers domin ate all three groups, it is in 
thl^occupatTon^hat one wouloHexpect the greatest' direct 
competition for job slots.- The second most vulnerable 
group of younger workers appears to be operatives and, for 
20-24-y*ar-olds, craft workers and professionals. »" 
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Table 2 compares the percent of wage colparable workers 
ages 16-2^ in each occupation to comparable 64-year-o^d 
workers subject to mandatory retirement and the best 
estimate of the jumber of workers that will work past age^ 
65. This tabLtf^hows (feat in' only one occupation, craft 
workers, is the incidence of overlap greater than one 
percent. For. all other occupations, the potential direct 
cpmpetiton is "with lesso^than one percent of the 
wage-comparable younger workers. These wage-comparable 
young 'craft workers with the greatest potential for Job 
slot competition with additional older workers are 20-24 
years old and in the following industries: mining, 
transportation and, public utilities, professional services, 
and public administration. 

Although clerical workers represent a full 25 percent of 
the wage-comparable older workers and over 32 pfercent of 
the wage-comparable younger workers, the number of 
estimated additional wage-comparable older workers is only 
0.3 1 * percent of the total number of wage comparable * 
clerical workers. Jhe small percent results from the large 
numbers of "^age-comparable younger workers. Almost 65 
percent of all the full-time clerical workers ages 16-24 
have wages comparable » to potentially competing older 
workers. Thus, the relatively small potential competition 
between younger and older workers* is a reflection of the 
high potential competition among all younger clerical 
workers. 

Virtually all the potential competition between workers age 
64 ,end workers ages 16-24 is in jobs with salaries below 
the median annual wage in JL977 • In fact, well over half of 
the comparable 64-year-old workers, all but 1 percent of 
the comparable 16-19-year-old workers, and all but 4 v 
percent of the comparable 20-24-year-old workers had 
salaries below $14,000 per year in 1977. 

Minority Group* Workers . This analysis of minority workers 
is restricted to blacks due to limits on cell size for 
other minorities in the CPS tabulations. Since the focus 
is on the short-run impact of the 1978 ADEA Amendments on 
minorities, the potential for a change in the labor supply 
of older workers resulting from the change in mandatory 
retirement age to affect Job slot opportunities for all 
minority workers regardless of age is analyzed. In this 
analysis, all workers age-64 are compared to black worker 
•ages 16-19, 20-24, 25-34, and 35-59 in an attempt to 
establish the potential for direct Job*slot competition 
between older workers and "younger" minority workers ages 
16-59. 
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( ble 2 * of Toun«tr Worktrs Agtt 16-24 In Each Occupation 

\ % Compart bit to 64-Taar-Old tforktra Subjtet to 

t Mtndttor\ Ratirtatnt tad Compartblt to 

Etcimattd Additional 65-Tt*r-01d Worktrs 



Parent o f Tounatr Vorfctrt in Stmt Iadmcrr tnd Occuoteioti 
Parctnc of Vtgt Cosparablt 



Ptrctnc of All 
16-24-Ttar-Old 



Occuoaclon 


Worktrs 
A*t 64 


Additional 
Vorktrs Act 65 


6 5-y tar-Old Vorktrs 


Prof ttiioatl 


4.5Z (395,224) 


0.62 


0.41 (640,000) 


Mtnagtrs 


3.4Z (132,934) 


0.43Z 


0.UZ (436,000) 


Ul%* 


1.0Z (227,088) 


0.13X 


0.1Z (347,000) 


Qtrlcal 


2.4Z (1,220,707) 


0.34Z 


0.2Z (1,907.000) 


Craft 


7.6Z (251,549) 


1.12 


. 0.3Z (910,000) C 


Xon*traaj?ort 
Oparacivts 


2.5Z (728,571) 


0.35Z 


0.26Z (986,000) 


Traaapore 
Optra civ tt 


6.22 (102,675) 


0.87Z 


0.33Z (266,000) 


•Libortrs 


4.6Z (120,475) 


0.64Z » 


0.18Z (430,000) 


Strrict Vorkars 


2.7X (437,326) 


o.3a: 


0.25Z (752,000) 


Eouttnold Xorktrs 


0Z (12,100) 


OZ 


0Z (12,300) - 


Ftra «brxars 


OZ (103,827) 


OZ 


0Z (134,000) 


local 


3.1Z (3,792,476) 


0.43Z 

< 

» 


0.24X (6,820,300) 
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v(mllB , n , ,i, g 0 Q full-time/full-year wqrkers age 6M and 
t«v?ously subject to mandatory retirement provisions are 
5udgeo ?o y have had Jobs comparable to black workers ages 

lie 65. These additional wage-comparable older 
Sorkerfare-poLntial competition for 0 .6 percent o the 
comparable -black workers ages 16-59, ana represent «. 
percent of all full-time black workers ages 16-59- 

Table 3 summarizes the industrial distribution of the 
wage^comparable black workers and all « a 8e-comparable 
w!year-Sw workers subject to mandatory retirement 
nrJ/isions. The concentration of wage-comparable older . 
wooers is in manufacturing, professional services and 

!!vT« ,rtmin^tration. The concentration for black workers 
public administ/atlon. ine manufacturing, 

XTjSSS £a5-5 -y-yasrs. JiT£ .~ 

competition 'SSflSJrTwaSo-oo.p.r.tU oldor .ort.rp 
or llSS. waj.-coMoroblo, .Inorlty .orkerp. 

in aJwupaUon within an industry. The mining industry 
}s I A in ooint where the industry total of potential 
job slot competition is the total for craft workers within 
mining. 
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Table 3. -Industrial Distribution of Va^omparabla 
Black Workers Ages 16-59 and Comparable 
A$e-64 Workers -Subject to Mandatory Retirement 



Industry 

Ag. t For., Fish. 
Sflaiag 

Construction 

OurabXt Goods - Hanoi. 

Hon-burable Goods 

Manufacturing 
Trans* and Public 

UtiHOaa ^ „ 

Wholesale tad Retail 

Trade 
Financt 

sualnass Services 
Other Services 
Recreation 

Professional Sarvicaa 
' Public 4dw -frustration 

local 

(H in thousands) 



Black Workers 



16-19 


20-24 


25-34 


-* 


2.9X 
13,21 


1.5X 
0.1X 
0.4X 
15. 7X 


1X4X 


17.9X 


17. 6X 






—3.9X 


38. 9X 
10,41 

U.4X 


17. IX 
7.6X 

1.4X 


10.3X * 
• 4. OX 
0.76X 
1.2X 


20. 8X 
3.8X 


27. 8X 
7.5X 


37. 7X 
7. OX 


99. 9X 

(24). 


100. OX 
(321) 


100.1X 
(972) 



2. OX 

1.1X 
16. OX 

12. OX 

*.5X 

13. 3X 
3.4X 
0.5X 
3.7X 

36. OX 
8. OX 

99.5X 
(149) 




16.8X 

9.0X 

6.4X 
6.3X 
1.4X 
0.2X 

24. OX 
14. 7X 

9J9.4X 

(i3i) 



Source: 1978 CPS > 
Staple: All rttJU-tiaWfuli-year workers. 
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Table 4 shows the occupational distribution of 
wage-comparable younger black workers and age-64 workers 
subject to mandatory retirement* The older workers are 
largely clerical workers , craft workers, professionals; 
service workers, and non-transportaion operatives, service 
workers, clerical workers, ajnd -professionals* (The 
relative frequency of these occupations varies with the age 
of the blaok workers*) 

Table 5 summarizes the degree of potential .competition 
bet een comparable younger black workers and older workers 
in each occupation. Thtf three occupations with more than 
1-percent overlap between comparable black workers and 
additional age-65 workers are managers, craft workers, and 
laborers. These three occupations do not have the greatest 
number of wage-comparable older-to-younger workers, and 
therefore, the* greatest potential for Job slot 
competition* It is also thejjase that the major potential 
for job slot competitlon-in Xhede- occupations- is- between 
additional older workers and minority workers older than 24 
since there are few w^ge-comparable workers below age-24 in 
these occupations. 



Women Workers * • A maximum of 125, 114 full-time full-year 
workers age 64 and previously subject to mandatory 
retirement had jobs comparable to- female workers ages 16-59 
in 1977. 

Of these 125,114 comparable 64-year-old workers, 14 percent 
(17,515 workers) are likely to continue in their Jobs past 
age 65* These additional workers are potential competition 
for 0.16 percent of the comparable female workers ages 
16-59, or 0*11 percent of all full-time female workers ages 
16-59* 

* * * J * 

Table 6 shows the industrial distribution of 
Wage-comparable female workers and all wage-comparable 
64-year-old workers subject to mandatory retirement 
provisions'. The concentration of wage-comparable older 
workers is in manufacturing, professional services, and 
public administration. The concentration of" female workers 
is in professional services, manufacturing and wholesale 
and etail trade* \ 

Foe young female full-time workers igis 16-24., -the — 
industries where wage-comparable additional 65-year-old 
workers potentially compete with more than 1 percent of the 
workers are manufacturing, transportation and public 
utilities, finance, business and repair services, ^and 
public administration. 
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Table 4. Occupational Distribution of Wage-Comparable 
Black Workers Ages 16-59. and Wage-Comparable 
Workers Age-64 Subject cto Mandatory Retirement 

(Full-time Workers) ^ 










All 


Occupation 

• 




Black Workers 


Workers 


16-19 


20-24 


25-34 35-59 




Professional 


5.1Z 


8.9X 


18.6Z 15. 1Z 


15.3Z x ' 


Manager 




1.6Z 


' 2.3Z 2.3Z 


6.6Z 


Sales porker 




4.7Z 


1.7Z 1.6Z 




Clerical Worker 


42.5% 


25. 1Z 


22. 5Z 15\0Z 


22. 1Z 


Craft Worker 




4'.2Z 


5.6Z 8 \2Z 


16. 1Z 


Non-Transportation 






Operative 


13.62 


25. 5Z 


2/.3Z 20. 3S 


13.82 


Transpor tat Ion 






Operative 




3.8Z 


3.6Z 4./z 


4-.8Z . 


A ' Laborer 




2.4Z 


-2.3Z 2.4Z 


4«QZ * 


Household Worker 


' .12- 5Z 




0.6Z 3.2Z 




Service Worker 


26.3Z*> 20.82 


14. 8Z 25. 6Z 


14.92 


Farm Worker 




2.9Z 


1.5Z 2.1Z 




Total 


100. 0Z 


99. 92 


99. 8Z 100. OZ 


99.92 


(N in thousands) 

> 


(24) 

f 


OH) 


(972) (1,488) 
« 


(132^ 


* 






c 

• 

* 




Source: 1978 CPS 
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Table S. Psrcent of Wsg#-Co«parablt f ull-Tiae 
Black Workers Ages 16-59 by 
9 * Occupation in Potential Competition. 
4 with 64-Year-Old Workers Subject to 
Mandatory ftttireaent ana* Workers 
Expected to Continue to Work Past Age 65 
in the Absence of Mandatory Retirement 




Occupation 


Percent of 
16-59-riar-Old Blacks 
with Wages Compsrable to: 
ah Uork*n Additional Workers 
Ate 64 Age 65 - 


Total ^ 
Mumber of 
FuUrTime 
Blsek Workers * 
As.es 16-59 


Professional 


4.6X (436,288) 0.6Z 


623,000 


Managsrs / , 


13.81 ( 62,739) 1.9* 


234,000 


Salas 


5.6Z ( 54,176) 0.8Z 


94.000 ' v 


Claricsl 


c c* /tit Ait\ n Ay 
5.5Z (534,035; u.ox 


832,009' 


Craft 


11. 1Z (190,964) 1.5Z 


432,000 


Mon-Trsnsportstion 
Opcrstives 


2.8Z (642,987) 0.4Z * 


839,000 


Transportation - 
Operstives 


5.8Z (107,568) 0.8Z 


319,<»0 


Laborsrs 


8.0Z C 66,177)^ LIZ 


322,000 

t 


Serv&s Worktrs 


3.3Z (598,153) 0.5Z 


m.ooo 


4 

Household Workers 


0Z ( 54,218) 0Z 1 


•£8,000 " 


Tans' Workers 


0Z ( 55,265) ' 0Z 


66,000 


Source: 1978 CPS 


* 


• 


Sample: All fulJ*tlm«/full-year worSca. ' , 
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Table 6. Industrial Distribution of Uege-Coap arable Fenale 
Workers Ages 16-24 And 25*59 Compared to Age-64 Workers 
Subject to Mandatory Retirement Provisions 



Female 

Worker* All Workers 



Industry 16*24 # 25-59 64 

Agr/ t For-, 4 Fish- 0.42 \0.72 0.5X 



Mining 



Construction 0. 6Z 0. 4Z 0. 72 

Durable Goods 5*12 9.p2 15. 9Z 



ion-Ourable Goods t 10,91 12. 9Z_ 17.92 
Transportation and ' 

Public Utilities 2.2Z 1,81 8.23! 
Wholesale and Retail 

trade 17.42 17.02 6.42 

finance* 16, 5Z 7.42 7^52 

Business Services 0.6Z 0.52 1.1Z 

Other Services ' 1.2Z 1.42 0.22 

Recreation - * - 0.22 

Prof. Services • 40.72 - 43.62 25. 82 

Public Administration 4.52 5.82 15. 5Z 

99.92 100.52 99.92 

-*\ 

•less cna^.T)I~perc*ent" : ' : "" ^ 
Source: 1978 CPS 
Sample: Full-time workers. 
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Within manufacturing, the: occupations with the highest 
percentage of wage-comparable, workers are laborers in 
durable goods manufacturing and transportation operatives 
in non-durable goads manufacturing* There are very few 
young female workers in these occupations compared to the 
number of oomparable older workers, / 

- As pointed out in 'the two previous analyses, the industry 
-distributions may be a reflectfqn of occupational 
differences. Table 7 shows the occupational/ distribution 
or wage-comparable female workers ages 16-5? compared to 
wage-comparable older workers, and Table 8 Establishes the 
potential competition between younger wemeri and older 
.workers in each occupation, 1 

^there are three occupations with competition potential 
greater than 1 percent: transportation operatives, 
laborers, and craft workers, T" " " 
account for only 1.6 percent of 
workers and only 2.8 percent of 
workers who are i 
non-traditional o 
more older worker 
potentially with 



4 



these occupat 
pupations for 



se~ three occupations 
he wage-comparable female 
11 full-time female 
[ions, /Thus, they are 
romen,/ and there are many 
in these occupations to compete 
;he^ few younger female workers in them, 

onJ^lfu? Wor . ker f T \ e preceding .d/scussion* has concerned 
competition for full-time Jobs. Table 9 shows the age 
distribution of ^art-time workers bi industry. In all 
industries, the largest portion- of /the part-time workforce 
are workers younger than zkl Therj! also are large numbers 
of part-time workers in the 65+ category. Since tWe is 
.no measure comparable 4 to fu^l-timef wages with which to 
equate .these workers, it can only/ be speculated that older 
and younger part-time workers could be competitors' for 
part- time< Jobs. Since the numbed of "part-time workers^ 
older than, 65 is .quite largest/ is suspected* that often 
Individuals subject to mandatWV retirement move into 
part-time Jobs after reaching the mandatory retirement age. 



Table 10 presen 
part-time worke 
contribution to 

* oldest workers, 
distribution by 
contrast is str 
service workers 
constitute more 
are ao occupatl 
constitute grea 
in 'all oocupatl 

-s category, ' 



ts the age distribution by occupation for 
rs. Again, the^e is a substantial 
part-time worjf provided by the youngest and 
When this table is .compared to* the age 
occupation fdr full-time workers, the 
iking. With the exception of household 
, where full-Aime workers older than 65 
than 15 percferit of the labor force, there 
ons. in which/ full-time older workers 
ter than 4 jtercent of the part-time workers^ 
ons and almost 20 percent *in the managerial 



17 



1! 



167 



Table 7. 



Occupational Wstributioa of Vagt-Coaparabla Faaalt Workara 
A*aa 16-59 add Vagt-Cotiparablt tforkars Aga-64 
Su&^act co Mandatory Ratlraoant » 

(Full-Tim Workars) 







Ftatla Vorkar j 




411 Vorktrs 


Occupation 


[ 16-24 


23-34 


33-34 


35-39 


' _£4_ 


Frofassional 


14. IX 


30. 5X 


20.1X 


16.lt 


19. 4X 


Slaattar ^ 


2. IX 


2. OA 


3.8* 


«-3X o 


U.6X 


Salts Vorkar 


*4.*4X* 


, 2.3X 


"4. IX " 


5.2X 


2.4X 

\ 


aarlcal Vorkar 


30. 2X 


•38. 3X 


35. 2X 


32. 8X 


25. OX 


Craft tforkar 


0.5X 


0.9X 


1.4X 


1.3X 


7.6X 


Moo Transport 
Optra civ t 


12ilX 


13. 6X 


17. 7X 


21. IX 


13. 7X 

* * 


Transport Optra civ t 


0.1X 


0.1X 


0.1X 


OX 


2.3X 


Labor ar 


0.2X 


0.4X 


0.5X 


o.ix a 


3.5X 


HouSthcld Vorkar 


0.6X 


0.6X 


1.0X 


0.6X 


ox e 


Strvica Wbrkar m 


;5.3X 


10. IX 


15. 7X 


17. 6X 


14.2X° 


Farm Vorjttr 


0.4Z 


0.1X 


0.1X 


ox . 


; ox . 




100. OX 


99. 7S 


99. 2X ■ 


99. 2X 


99. 9X 


Sourca: 1978 CPS 












Saapla: Full-claa workars. 
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able 8,* Farctat of UAg«-Co«p«r«b^rounftr Woman In 
'Occupation in Fotantial Co*patition with 
„ , 64-Yaar-Old Workara Subjact Co Mandatory * 
latlrastnt and Workara txpactad to^Continut to 

— Hfcgfc >yt - 



lach 



16-59-Ya*r-Old Uomq 



To til tfcmbtr 
of Full-Ti»a 



Occupy tloo 

Frof**«lon*i 

Mantgori 

Salts 

Clerical 

Craft 

«3oft-T£kiuportatlon 
Opvstlvss 

Transportation * 
Ossrstivu 




eat 197t Ctt 
Saaplo: 111 ful\£tis* workart. 



Workara 


Additional 


Woman Workara 


its 64 


Workars Att 65 


1st 16-59 


1.0Z (2-.398.928) 


0.14X 


3,135,000 






4. OX (• 364.560) 


0.55X 


1,154,000 


6.71 ( 415,966) 


0.1X 


'593,000 




0.1X ' 


6 647 000 


r.9t-C 120,426) . 


l.fx • 


297,000 


1.0X (1,7*9,449) *■ 


0.14X . 

» 


1,985,000 


27. 7X ( c U f 374) 




33,000 


9.8X ( 44,822) 


1.38X 


127,000 


l?2X (1,575,647) 


' 0.16X. 


2,088,000 


OX ( 99,525) 


OX 


i 105,000 


OX ( 14,123) 


. OX 9 


17,000 * 


0 




* 

i 



• * * if 



ERLC 



1 ^7 

■1 % 4 * 

A. 



- , 169 * . \ 

Table 9.'* Ag* OlscrlbuHon of Part-Timt Uorkar* by Industry 



• 


















Indus-err 


16-19 


30-24 


23-34 - 


-35-54 


55*39 


60-63 


64 


65+ • 


It. „ For ti*h 
Hlsing 




Q ft 
9.0 


0 1 
9.1 


Id. 0 


J 1 6 


3.2 


O.o 


10.0, 




90 A 

* *?.o 


77 1 


- p c 


0 


0 


0 


25.6 


Cons true t JLo q 


26.4 


18i k 5 ' 


20. 3 A 


- 71 1 ' 
% 11.1 


7 A 


3.3 


1. 2 


6.7 


Hit «» ik] a CLfif\A + 


It L 

11. «♦ 


it *> 
10 • 2 


18. 7 


24.0 


4)0 


2.6 


0.7 


9.3 


° Nondurtblft GanAm 


28.4 


11 0 


7ft 1 

All* J 


^ 91 & 
11 . 0 


3.1 


5.1 


0.3 


7.3 


Tri ma - & Puhl ii* 


















tftUiclti 


U.2 • 


16.6 


23.6 ' 


31.1 


6.5 


1.6 


0.3 


5.0 


Vhol'ssals & Recall 


42.8 


18.7^ 


12.3 


15.8^ 


,3.0 


2.5 


0:3 


4.7 


Fin. y Insurance & 


















Real £scatt 


15.6 


13.5 


19.2' 


26.5 


6.5 


4.0 


0.5 


' 14. lo 


Bus in tii 4 Repair 


















Serves 


26.2 


17.6 


16.4 


22.3 


3.1 


2.4 




8.9 


Private Household 


















4 Other S«rlvctt 


*32.0 


8*.8 


12.3 


21.7 


6.3^ 




l.i 


13.2 


* tntertainmaac 4 
















Racreation . * 


54.6 


17.4 


9.9J 


6.7 


2.1 


-2.3 


0.4 


•4.6 ' 


Prof tsiiooai Strv. 


15.8 


18.6 % 


21.0 


26.9 


4.0 ° 


2.9 


0.6 


7.7 


- ^Rublic Arimln. 


19.0 


13. J 


13.2 


30.0 


7.6 


4.5 


1.3 


U.l 
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Table 10. ^g. Distribution of P«rt-Tia« Worlur* by fceup«tion 



Occupation 


16-19 


20-24 


25-34 


35-54 


55-59 


60-63 


64 


654- 


Professionals 


6.2 


19.6 


31.2 


28.3 


3.5 


2.2^ 


0.5 


8.5 


Managers 


6.1 


* 12.3 


18.2- 


26.5 


10.5 „ 


5.4 


1.0 


19.9 


Saiea 


30.6 


18.3 


14.4 


20;~5 


4.5 


3.4 


0.6 


7.6 




22.9 


18. 3' 


18.0 


28.4 


4.5 


2.5 


0.5 


4.9 


Crafc * 


23.5 


18.7 " 


19.0 


16.9 


2.5 


4.7 


0.8 


13.9 


Non-T r astspor t # 


















Operatives 


34.3 


15.6 


17.0 


17.4 


4.3 


3.2 


0.9 


7.2 


Transport 












p 






Operatives 


21.1 ' 


18.4 


17.0 


28.0 


4.6 


1.9 


0.5 


8.5 


laborer * 


58^4 , 


16.7 


5.1 




2.6 


1.9 


0.4 


7.6 


Household Worker 


34.4* 


*4.3 


7.8 


241 7 


7.9 


6.4 


1.7 


13.0 


Other Service 


















jfcferker 


- 37.8 


17.2 


13.4 


18.6 


3.2 


3.0 


0.6 


6.1 




30.4 


16.7 


15.9^ 


21.7 


4.1 


3.1 


0.6 


7.5 



Souxct: 1978 CPS ■ 

Sample: Black and vfcite parc-ciae/pert-Year and pare- tlaa/full-v tar workers. 
Xocc: Percentages for each rov add to 100 acrois columns. 
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The situation is similar for younger workers* ages 16-19, a 
group making a significant ^contr ibution to part-time work 
but constituting a small pe'rcent of the full-time workers 
in a given occupation. The 20-24-year-olds are different, 
since they are well represented in both the full-time and 
the part-time work force. 

Conclusions from Job Slot Analysis 

In all three comparisons (younger workers, minority 
workers., and women workers) the wage-comparable younger 
workers were concentrated in manufacturing, professional 
services, and wholesale and retail trade, while the 
additional wage-comparable older workers were concentrated 
in manufacturing, professional services, and public 
administration. Since young workers, black workers and 
women workers in general are concentrated in professional 
services, manufacturing and retail and wholesale trade, it 
is not surprising to find the wage comparable workers in 
these* industries. * 

When these wage-comparable workers were compared to the 
additional olaer workers expected to result from the higher 
mandatory retirement age, the potential f 0 r significant job 
slot competition within specific industries did not 
materialize. The general pattern was that high levels of 
potential competition within particular industries tended 
to result from high levels of potential competition between 
workers in only a few particular occupations. 

The occupations where the potential for Job slot 
competition between younger and additional older workers 
seemed to be the greatest was craft workers for all younger 
workers; managers, craft workers and laborers for younger 
black workers; and transportation operatives, laborers and 
craft workers for younger female workers. In general, the 
—competition that exists is between younger workers in 
o cupations that are not customary for their groups and V 
additional older workers. Where there are large numbers of 
younger workers in an occupation, the potential for job 
slot competition among the young workers themselves dilutes 
the impact of pot:ntial competition from additional older 
workers. However, in occupations with relatively few 
younger workers, any number of additional ol(Jer workers 
represents potential job slot competition. It should be' 
emphasized, however, that this potential competition 
involves a- very small segment of the. total work force. 



/ 
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Table 11 summarizes the estimates of the extent of direct 
competition for full-time jobs. The data show the small 
effect the expected number of additional older workers will 
have on any one of the three groups studied. The extent of 
the competition amounts to no more than twp-thirds of one 
percent of wage-comparable workers, in any of the -three 
groups and to no more than four-tenths of one percent of 
all full-time, full-year workers in any of the groups. 
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Table 21. e 

ib^. r"*** ?*" ** ******* Additional 65-taar-Old 
Uorkar. CamvmXX. to Toua«ar Workar., Fa«Ud £rUr7 
«d Black Workar. X 



««0-Co»Barable 

Towner Motkera 

Younger Workers 
A«es lfea 

Feaale Workers 
A«es l>-59 

Heck Workers 
Aju 16-59 



*»»er^of Additional 
W*«e-Co«perable 
65-Taar Old Workar« 



16,496 
"17,515 
10.467 



Additional 45- 
Teef-Old Workers 
** a Fercent of 
«e«e-Coa*arable 
Touo^er Workers 



0.43X 

o,i6: 



Additional 65- 
Teer-Old Worker: 
*» « Fercent o) 
IX Full-Tlaa, 

Full-Taar 
Toungar Worker? 



0.24Z 



0.66Z 



0.11X 



0.40X 



Source: 1978 CPS 

Se*ple: 'AH fttll-MWfttll-yaar workers. 
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PART. Ill . 



LONG .TERM EFFECTS 
OF MANDATORY RETIREMENT 
_ POLICY OPTIONS 

(175) 
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Summary- ^ m 

Methodology » This report describes 'research on the long-run 
labor~suppi y< effects of alternative 'mandatory retirement 
policies. Estimates of changes in the labor force 
participation of older workers were projected to the year 2000 
r,or three policy options: (1) the old law (age-65 mandatory 
retirement); (2) the current law (age-70 mandatory retirement): 
and (3) a policy that pro.hibits employers 'use of mandatory N 
retirement. In addition, the sensitivity of these estimates 
were tested to. two possibj^ changes in 'retirement benefits: 
across-the-board reductions In social -security benefits: 
% ahd (2) larger ben|fits under employer-provided pensions when* 
retirement is delayed past the normal retirement age. , 

Estimated effects of changes in, labor force participation rates- 
are based on a retirement decision model developed by Drs 
Richard Burkhauser and Joseph Quinn for use by the -Department . 
of Labor in estimating the effects" of .'mandatory retirement ace 

m on employment. (See Section VI). This* model was applied to 0 
data for a sample of 60,000 persons from the 19^3 Current • • 
Population Survey and -matched Social Security Earnings 
Records. The projections to the ye^ar 2000 Involved use of 
dynamic simulation techniques which take into- account expected 
vsnanges in demographic and economic characteristics of 
individuals as they age and compute entitlements to Social 
Security and employer pension benefits. The Burkhauser/Quinn 
retirement decis-ion model— which takes Into account 
individuals' Socialise cur ity and pension wealth and mandatory 
retirement constraints as well as^age, .wage, rate, health status 
and other variables— was applied -to estimateHhe labor force 
participation of persons between age s 60 and 70for_thr^e 

-points in tije 1990, and 2000). * 

Effects o f Inorease iii Mandatory Retirement A&te to 70 . The 
estimates i ndicate that labor force participation of'older 
men* shoultTrise as a result of the 1978 ADEA Amendments 
raising the mandatory retirement age from 65 to 70. Slight 
increases in the participation rate were forecast for older men 
under age 65. For instance, in 200*0 the rape for men age 62-64 

• i 

t 4 

The effects discussed in this Summary apply to older men. 
Underlying problems with the data used -in the retirement 
decision model for women preclude attributing the same degree 
of credibility to the estimated effects oj? -women. 
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will oe 69.3 percent* under the new law compared to 67.9 
percent under the old latj., an increase of 2-1 percent. For 1 
those age 60-61,/ an even*smaller effect was found — the 
participation rate rises from 87.9 to 88.6 percent in 200(k 

The most significant impacts on older workers remaining in the — 
labor* force were found for those age 65 and over. In alL three * 
years (1985, 1990, 2000), men age 65-67 were egMmateo to* 
experience a participation rate increase from about 33~percent 
to about 40 .percent, a rise of more than one fifth . For men * 
age 68-YQj a significant increase»was also found, although the 
pattern was not as uniform. In 1985, the participation rate is 
estimated to rise from 17.6 to 22.0 percent, an increase of one 
fourth, in 2000 , however , the rise is only b„y about five, 
percent^ from 18.9 to 19.8 percent . This difference over time 
r*esult^s fron the interaction of mandatory retirement policies 
with trends in Social Security and pension wealth for thie age 
group, with, the retirement benefit effects. becoming stronger 
than mandatory retirement for 66-70-year-olds', 
c 

The change from age-65 to age-70 mandatory retirement will 
result in 217,200 more o3,der men being in the labor force in 
2000. Trie bulk «of this increase is in the 65 to 67 age range .* 

Effects of Eliminating Mandatory Retirement . As in the* policy 
'changes descrioed above, moving from the current age-70 \ 
mandatory retirement policy to a situation in which mandatory* 
retirement is prohibited affects, but only modestly, older men 
who are not yet at the mandatory age. For example, in 2000 the 
labor force participation rate for men age 60 r 61 will rise from 
88.6 to 89.3 percent; with elimination of mandatory retirement. 

Fnr mpn age , fi?-64, thls - ratxwUl * ' ise fruifl 6 9 .3 lfc> 70« G 

percent; for men age 65-67 , B^e rise is from- 40.1 to 42.9 
percent. * •. , 

However L for the age bracket that includes age 70 (the 
68-70-year-olq men), the participation rate rises sharply^ from 
22^0 to 27.8 percent in 1985, a 26-percent increase, aiid from 
3.9. 8 t6 23.9 percent in 2000, a__21-percent increase. % 

Compared to the age-70 policy, -elimination <5f mandatory 
retirement wc*uld result in 195,100 additional older men being 
in the labor force, in 2000. Almost half (90,300) are in the 
68-70 age group. If added to the £17,200 estimated rise in the 
labor force size caused by the increase in the mandatory 
retirement age from 65 to 70, eliminating any mandatory 
retirement age would induce 412,300 men to remain out 



This rate is the proportion of men age 62-64 who had any 
work experience during the year. 
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of the labor force in 2000.. This'number constitutes about *jrf 
percent of all male workers age 60-70 estimated for that*y«aru 

Sensitivity of Labor Supply Effects to Changes in Bet 



^klteme^t 



Benefits . £Slnce Social Security and .employer pension^ 
entitlements ar*e among the most important 3 f actorsMn„^he 
retirement decision? .£Jie labor supply estimates assxxcjated with* 
different mandatory retirement. policies we¥e reasMmated under 
three assumed changes in re tiVement benefits; V Q) a lO^ercent-. 
across-the-board reduction in*$Qcial Security benefits; *(2) a 
20-percent; Social Security reduction j and (3^ an increase in, • 
pension benefit* accruals fo£ delated •retirement* that; i§ closer 
to an actuarially fa^ir accrual x saW than assumed in the * » i f 
. ^simulation modei. Tfces'a* ser*di-tiv.fcty tests, ref lect current 

policy concerns regarding ^he *need to contain'Social Security " 
costs and, the desire to encourage delayed retirement. • 

The estimated effeetsjfrf the «soc,lal security reductions on the 
labor fordQ participation ratgs of older men were surprisingly 
small fc in size and inconsistent in' dlrectloti . »The principal 
conclusion of thi3 analysis is that marginal changes in Social 
Security entitlements have quite" different irtpfica-ti^ns for 
workers at different ages in terms 'of the financial 
desirability to them, of coatinuing to wbrk and accrue 
additional Social Security coverage and earnings credits. The 
« estimates done in this study point to the need for more ~~ 
analysis of the likely Impacts of future social security > 
benefit changes An labor force participation and on the fiscal 
status of the Social Security Trust Funds " 

> The adjustment to employer pension benefits for delayed - 
retirement that was ana lyzed a ssumed that all plans provided a 
iG-percettt increase in accrued benefits for each year worked 
after the normal retirement age (or 5 percent for plans with 
normal retirement ag'es younger than 65). ihis adjustment is* 
more generous than. that assumed to exist currently in the 
majority of plans, ,1t 

i 

* The more generous pension adjustment would serve to Increase 
labor force participation both under the age-70 mandatory 
retirement policy and under a b prohi tyTfr^on of mandatory 
retirement. It was estimated that, if pension plans were 
re.vised to encourage later retirement^the number .of men age 
6.0-70 in the labor force in the year 2000 would- increase by 
49,100 in the age-70 case, and, by 67,700 with no- mandatory 
retirement. ^ , 

• ■ * r ^ 

Conclusions * Several important conclusions may be drawn/ from 
these projections of the labor, -supply effects of alternative 
mandatory retirement policies. First,"* the downward tfcerid in 
the labor force participation of older men tha^t has prevailed 
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jforMwo decades should be reversed, at least temporarily, by 
the )$78 ADEA Amendments unless other economic forces-a££ se£ 
t,he effects attributable to. the new age-70 mandatory retirement 
•pdlicy. However, the long-term decline in older men's, labor * 
force participation, should resume in the mid- to late-1980's 
absj^it other significant policy ^change or economic* trends tflat 
deparV^arply from previous long-run experience. Elimination 
of mandatory retirement would constitute such a policy change, 
and in this case the projections found that older men's. labor 
force participation would rise not only immediately after 
enactment of such a policy but would also continue to rise 
slightly over the longer run . ^7 

A second conclusion-^is that the order of magnitude of the 
rncrease in the workforce that should result from the age-70 
policy (a 5-percent increase) found in .atlier^stud ies was 
confirmed here and found to apply even when viewed over *a long 
period of time. 

* 

Third, the total elimination of mandatory retirement would have 
a similar impact (a^-perceqt increase) on the male workforce 
when compared to the labor force participation expected under 
the age-70 policy. Taken together the 1976 Amendments and 
further Congressional action to eliminate mandatory retirement 
vould; add 412,300 me n age 60-70 to the labor force. Thus, 
elimination of manoatory retirement, while helpful to 
employment aspirations in thousands of individual cases, would 
be expected to have a marginal impact on the overall labor 
force *hat is no greater than the - impact of setting the ace at 



Finally t targeted piension adjustments such as an increase in 
the rate of benefit accruals for delayed retirement can be 
expected to Increase older workers* labor force participation, 
but unfocussed reforms (such as an across-the-board cut in 
social security benefits) should not a priori be assumed tb 
stimulate a delay In retirement simply. by virtue of ~ 
constituting a reduction in available retirement Income *, 

1. Methoaology t * 

a. Overview 

The long-run impacts of alternative mandatory retirement 
policies reported here were developed using a , series of 
micro-level simulation models. The basic data base used as 
input was the March 1973 Current Population Survey and' 
Social Security Earnings Records (CPS-SER) Exact Match 
File. This data base, developed jdintly -by the Census 
- Bureau and the Social Security Administration is the 
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March 1973 CPS Sample with the demographic supplement' 

matched with t}ie sampled Social Security records. 

Included in the Social Security data on the file are each * 

person's covered wages for each year since 1951 and each 
. year f s quarters of coverage since* 1937* Having Social 

Security quarters and covered wage data was important for . 

the* project* *As shown in .the analysis performed by-> 
.Burkhauser arid Quinn (See Part IV) the amount of the Social 

Security benefit is an important -determinant. of the timing 

of the^ retirement decision. Workers' reaching retirement v 

age in 2000 will have Social Security benefits based on 

earnings back to the mid^l950s. 

For this project, a subsample of half the March 1973 
CPS-SER was used. Thi^ sample- was aged year-by-year from 
1973 to the year '2000 using the Family Earnings History 
(FEHi mcftiel. This model updates a sample by determining A 
for each year for each person in the sample whether the" 
person 'B basic demographic status will change and what 
his/her Ua^bor force .activity and earnings will be. Basic 
demographic characteristics that are updated are age, 
marital status,, educational attainment, disability status, 
number ofVchildren for women,- and whether the person will 
die. Labor force characteristics updated are participation 
In the labor force, wage rate, hours worked, and hours 
unemployed. Any jor all of the character istics of the 
person updated can be saveb* as longitudinal variables and ^ 
added to the person's CPS-SER record.' For this analysis, ' 
simulated earnings for each year after 1972 were saved 5» 
each person's record to be able to calculate Social 
' Security benefits in the year 2000 o^ any earlieS^ear. « 

The output file from the f!&H model with each person's 
, characteristics for the year 2000 and earlier years was' 
used as input into a second simulation model. The JOBS 
model added to. each person's records job histories to match j * 

the labor force histories^ These histories included number. "? 
of jobs held* the years the jobs were held, the industry of 
the job, and whether the worker was covered by a private 
pension plan on the jorb. These data were needed to compute 
employer pension benefits — another major^determfnant of** th;e 
timing of the retirement decision; «k* 

Using the data from the 1973 CPS-SEfr fiie augmented by data 
from the FEH and JOBS models, it was possible to put 
together all of '"the data required to simulate retirement 
using the retirement decision model . Beginning at age 58, . 
potential Social Security and employer pension benefits 
could be calculated for' each year. Social Security 
benefits were computed using a special simulation routine 
whidh computes retired worken. benefits as they* are ac/ually 
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computed under current Social Security law., A special set 
of procedures] was developed for imputing* private, pension 
benefits, baaed on data on pension coverage and job tenure 
adcfed to the 11973 CPS-SEj* by the J'OES model' and earnings 
history data (added by tbe FEtf mo<)el. Mandatory retirement 
provisions of the worker^s age 58 job were ^aiso added to 
the supplemented 1973 CPS-SEJt file. These were i'mputed 
using the. worker and job characteristics added to the file 
and procedures 'based £n findings; f^om'DOJ. surveys. 

Application Jof the retirement' decision model was the last * 
step in estimating the ionger-run impact of alternative 
mandatory retirement policies. This simulation model was 
based on research carried out by Burkhauser ano Quinn under 
an earlier tlask of this saine project. # The retirement model 
estimates tile age at which, persons in'the l«a£or force at * 
age 58 will [retire. \hi's model adds to the basic data % * 
years and aie of retirement^ Includea^in the determinants 
of s retirement is -whether the worker is subject to mandatory 
'retirement md„at wh'at' afee. % * w - 

The steps i r ^4*» t Zlata 1 ^as^e 4evelopm j en£ > ane^summarized in 
Chaj"t r. Ii the discussion wfeurt f^llot^s* *t&e*reyjrement^ 
decision moie^is described firsfc.~. JPr>ior IcftpwlegJ^of . its 
input requi rements ^and basic behavioral ^functions sfcguld 
make the subsequent discussion more meaningful. 

b. Retirement Decision Models 



The retirenent decision model is based^orr the research that 
Drs. Richard Burkhauser and Joseph Quinn completed for the 
Department. They- used data from the Social Sedurity 
Administration's Longitudinal Retirement History Survey^ 



(RHS) to st 



For worker* 

the reti 

decision 
^calculated 
murrent si 

imen a worl: 

simulation 



udy the determinants" of the decision to "retire. 



A major focus of their Work was the impact of mandatory 
retirement age limits on this decision. Other important 
variables in their analysis were Social Security and 
employer pension wealth and changes in these types of 
wealth wher retirement is delayed. This .research is * 
reported ir Part VI of this report. The remainder of this 
section describes the Burkhauser/Quinn/retirement decision 

imulatJLon modeling' 



model as implemented in a microanalyti 
framework. 



not subject to immediate mandatory^retirement , 
decision model is a two-stake stochastic 
m^del. -In the first stage, a probability is 

for whether a worker will change jobs during the 

lation year or stay on the same job* 
er leaves his/her job, the second state in the 
determines whether the worker will take a new 
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CHART 1 



Steps T ln Development of Data Base for 
Year 2000 ApplfcaElon of the Retirement Decision Model 



_J_ 



Base Tear Data File 



Match^l973 CPS-SER E^act gatch File with 
So^fal S ecurity Histories through 1972 




>lication^of Family and Farnings History Model 



Data added: demographic an^. labor force 
characteristics for each year 1973-2000„ 



Application of JOfeS MoSel 



Data added: jobs held, years each held, 
industry of each job 4 and private pension 
coverage c ,- 1 



Application- 



iioity^del* 



Data 4 added: social security retired 
workers benefits from age 5^ to age 71 ' 



Employer Pension Assignment 



Data added: normal retirement age, early 
retirement age, immediately payable pen- 
sion benefit for each age 58-70 




Mandatory Retirement Provision Assignments 



Data added: whether worker subject to 
mandatory retirement and mandatory re- 
tirement age under age 65 and age 70 
mandatory retirement statutes 0 



Retirement .Decision Model 



Data added: computation <pf social security 
and employer pension wealth and year and 
age of retirement \ 
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Job or leave the labor foroe.* A probability of aocepting 
new Job is oomputejl based on the worker 1 s oharacter- 

a istios. If the worker does n$t take a new Job, he/she 
retires.' The year of retirement Is recorded, all future 
years of labor forbe participation for the worker are 

^acqrded as '"not in-the labor -foree," and the simulation 
for this person terminates. . >* ' ' 

The following -set of worker characteristics are used to 
.♦compute probabilities^ of ohanging Jobs and of accepting a 
new Job:} 



I 

Variable Name 
HLIM 

MANRET" * 

MSTAT 

PULLPP 

REDPP 

SSFJ3EN 

SSRBEN 

SSBY2 
' IKPWG 
CHGSSW 

CHGPPW 

SSW 
BPW 



Def ini tion 
— r 

Disability status 
Mandatory retirement status 
MaVital status 

Pull employer pension benefit status 
Reduced employer pension benefit status 
Spcial seourity and, full .employer \ 
* pension benefit status^ y « * 
Sooial security and reduced employer * 

pension benefit status ,* ..nr. 
Social security eligibility Cta'6u> 
Wage rate\ 

Change in J^ocial Security wealth 

if retirement • is delayed 
Change in employer pension wealth if * . 

retirement is delayed ?% - 
Social Security wealth 
Employer pension wealth ^ 



Because Burkhause^ and Quinn dio not, analyze reentry into 
the labor foroe after Jnitial retirement", no provision for 
reentry is made in this model. Hence^ all retirements are 
permanent withdrawals from the la$or force. Moreover,' 
workers who were not in the labor force at age 58 for 
whatever reason are assumed jiever to reenter. 

(1) 

whether workexs-j^o were between ages 60 and 70 were 
retired in the lastly ear of simulation;' and, (2) the year 



The basic outputs of the retirement model are* 
exs-j<i*o t ' " - 

he lasTj „ _ 
land age) that the retirees withdrew from*jthe labor foroe. 



lication of the 
a sample 
n with the variables 
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o. Development of Basic Data Base * 
retirement model to future years req 
representation of the future populat 
used .by the model known for each person in the sample 
The stJarting^>oint for developing such) a sampl«rTor the 
years 1985, 1990 and 2000 was a subs 
1973 CPS-SER Exaot Matoh File. Thi 
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e of the Maroh 
le is an exaot 



matoh of the Maroh 1973 Current Popt/Lation Survey (CPS) 
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with Social Security summary earnings records (SER) , The 
eubsaraple used for the projections included a subsample of 
almost 30,000 families (59,000 persons) from the total CPS 
sample of almost 60,000 families. 

The 197* sample of 59,000 persons was updated year by year 
using the Family and Earnings History (FEH) model which 
updates a sample .by simulating «gfcr by year the basic 
demographic and labor force evenj& that affects a 
real-life,, sample of the population. For example, each, 
year, each person in the sampler is assigned a probability 
of dying based on age, race, sex, education, marital 
status and, for women, parity. Whether the person is 
actually assumed to die is then determined by comparing a 
randoja number drawn from a unif orm_distribution with the 
person's individual probability of dying. When a person 
dies, <fche sfause has his/her marital status changed to 
widowed, and any other necessary change's in the family are 
made. As with other events' simulated by the model, 
probabilities of dying are adjusted over time to reflect 
expected future trends in mortality. 

The entire set of events updated by the FEH model is 
listed in Table 1, along with the variables used in v 
determining the updated status each year. For the 
non-labor force parts of^he model, the variables selected 
to determine the probability of major events occurring 
were selected, almost folely because they are strongly 
correlated- with^these events. Thus, the individual 
modules are not behavioral models in the usual sense. 
They are intended merely \o produce an accurate 
representation of the population in a r number cff important 
dimensions such as marital status by education, age, race 
and sex, families appropriately distributed by region with 
the appriopriate number and ages of children, and a proper 
distribution of education among adults. Hence, the 
non-labor fbrce modules are generally simple and designed 
so that their outputs can be easily controlled by the ' 

, researcher to match, for example,* projections of 
fertility, marital status and other important demographic * 
trends. The latior force modules are more complicated. 
These are more behavioral and tyave been based on extensive 
original research. Careful attention is paid to the 
variance of earnings over time, to the movements of women 

^-fcn-and out of the labor force, and to wage rate and hours 
differentials* between demographic groups. 

The output from the FEH model is an undated sample of the 
population for any desired future . simulation yea/; "years 
simulated for this stuo)y were^ 1985, 1990, and 2000. The 




f 



/Part lit 



186 



Taalail.. Determinanta of Major Events Simulated by 
the Family and Earnings History (FEB) Model 

Determinants 



Desth 

Lesvlng home 
Marriage 



Divorce 



Educational advance^ 



-smtnt 



Interregional move 



Disability * 



Labor force participation 



Houra of labor aupplied 



Hours of unemployment 



Wsge rste 



Marital atatus, age, race, 
education* number of previous 
live births • 

Age, race, sex, education, marital 
atatus, parity of women, current 
' simulated year. 

Age, race, sex, presence of own child 
v \ 
*Age ( rsce, sex, education, whether 
previously married, current aimu- 
lation ye«r. 

Length of marriage, current 
simulation year. 

Age, race, sex, education of 
head of family, number of grades 
completed. r 

Age, sex, education, and marital 
atatus of family head or single 
individual /duration of marriage, 
' 'region and current SMSA aize. 

Age, race, sex, education, marital 
status, whether dissbled in 
previous year. 

Age*, rsce, sex, presence of 
disability, whether participated 
in previoua year marital status 
and presence of child under six 
for women., * , 

Age, race, aex, education, marital 
status, presence of child under 
six, expected wage, labor force 
aupply in previous year. # 

Age, race r aex, education, marital 
atatua, presence of child under 
six, unemployment in, previous 
yesr, aggregate unemployment rate. 

Age, race, sex, education, marital 
status, region, disability status, * 
wage in previous yesr. 



C 
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data record of each person includes the person 's age, 
race, sex, marital status, labor force status, disability 
status, earnings, hours of work and unemployment, region ^ 
of residence, and several other charateristics in the 
simulation. Attached to the person-record is al^o a 
record of the person's labor force participation history, 
earnings history, disability history and marital status 
history. These longitudinal variables are important 
elements for developing the Social Security and employer 
pension benefits that>are needed as input into the 
retirement decision model. t 

In order to carry out the final computation of Social 
Security and pension wealth for the retirement model, it 
was necessary to simulate a job history to 'go with ■ 
worker's earnings history. The purpose of the job history 
was to isolate periods of employment not covered by Social 
Security to assure reliable calculations of Social 
Security benefits and to identify the length of employment 
spells with individual employees for computing employer 
pension benefits. 

Job histories are simulated using the JOBS^cSelT^TMs — 
model processes the* labor force -participation and ^rnings 
history of each person in an output file from- the FEH 
model and attaches to the record of each P*"™ 
job records for each job held through age 58. Each job 
record records the year the worker started the job, the 
year he/she. left the job, the industry for the- job, and v 
whether the worker was covered by a single-employer 
pension plan, a multi-employer pension plan or was ™* 
covered. A new job record is created each time a person' 
enters or leaves the labor force arid each time the person 
is simulated to have a job change 'while in^the labor 
force. A maximum of one job,chatige is simulated for any 
given simulation year. • " 

d. Social Security Benefits and Wealth., The output 
file treated by the FEH model and augmented by the JOBS 
model is the input fWe/for a, special P™Sram "designed to 
compute Social Security retired worker benefits. For the 
labor force participation history, earnings history, and 
1ob record, the Social Security 'simulator constructs a 
Social Security— covered earnings histbry for each worker 
who was between the age of 58 and 70 in the projection 
year— 1985, 19'90, or 2000 in the case of this analysis. 
This covered earnings history excludes: (1) earnings in 
tke non-covered federal, state and local employment; and 
(2) earnings above the Social Security taxable maximum for 
each year. The final coverage earnings history is 
wage-indexed using weights, appropriate to the year the 
worker turned ago &0. * 1 

T. 
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On the "basis of the worker's covered earnings history, a' 
Social Security benefit is computed for each worker for 

•each age beginning at age 5§ and continuing through age 70 
(or the age in the projection year if yo,unger). The 
benefit cojnputea at each age assumes the' worker stops 

forking entirely at the current ag-e and does not resume 
work at some later age,. 

The benefit at each age is re^ofcied on the worker f s output 
record. If the worker is not yet age 62, the benefit the 
. worker would be eligible t?o receive at age 62 if not 

working is recorded. If the worker is age-eligible (62 or 
older), th*> amount of the immediate benefit if the worker 
stopped working is recorded. 

A # t each age, quarters of coverage are checked to make sure 
e that the appr6priate quarters 1 requirements are 
fulfilled. If the worker fails the\covered quarters 
* requirement,* a zero, benefit is recorded to the age. Also 
recorded on each worker's record is the amount of Social * 
Security taxes tfte worker would pay if he/she continued to 
work during the current year. These, tax amounts are used 
in the Social Security* wealth computation. 

^ A- 

Employer Pensions and Wealth . iSocial security 
benefits and wealth were computed us^ne only data 
generated by the simulated models' andv>ital statistics 
data on survival rates. Assignments of employer pension 
amounts rely on data from several sources. 

Basic employer pension coverage was^erived from the JOBS 
model. Only the job held at age 58 is relevant for use in 
the retirement decision model. This is largely because 
changes intension wealth are primarily derived from 
increases In benefits payable, from the current employer f s 
pension plan?. Vested benefits which become payable at a 
- specified age may affect a worker's decision to retire, 
for' they increase pension wealth at that time. However, 
we were not able to take account of vested benefits from 
previous jobs in the analysis. Hence, the coefficients 
are based' only on pension wealth derived from the current 
employer. * 

Workers assigned pension coverge >y the JOBS model on the 
jobs they held at age 58 are assigned employer pension 
benefits in several stages. Firsts covered .private sector 
workers are assigned *age antf y<ea,rs of service requirements 
for normal retirement under the employer's pension plan. 
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Next, they are assigned age and service requirements for 
early employer pension benefits. Then, the normal and 
early requirements are compared with the worker's tenure 
• on his/her current job to determine the age he/she would * 
be eligible for a normal retirement benefit and the age at 
which he/she could fip4t be eligible to receive an early 
benefit, , Rihally, a/regress-ion procedure is us'ed to 
determine tM aopuat of the normal retirement benefit, and. 
reduction fadters^are used to reduce the normal benefit 
for early acceptance,' , * 

When the worker reaches 'normal retirement age, he/she is 
given the full, unreduced benefit. The benefit is never 
increased thereafter. The stream jof potential private 
pe J? S b ene/its is used to commute employer pension ' 
wealth and changes in employer pension wealth needed as 
inputs into the retirement decision model, 

£• , Mandatory Retirement Provisions , In the retirement 
decision model, an important determinant of when a worker 
will retire is the presence of a mandatory retirement ' 
requirement. Special tabulations of the DOL survey data 
. were used to develop procedures for assigning mandatory \ 
retirement provisions to workers in- the simulation.. Two 
separate mandator^ retirement ages were assigned to each ' 
worker^--a pre-1978 mandatory retirement' age, and a 
post-1978 mandatory retirement age. 

To assign a pre-1978 mandatory retirement age, it was 
first necessary to determine, whether the worker was 
.subject to mandatory retirement on his/hen. age-53 job. An 
analysis of tabulations from £he p 0 L surveys indicated 
that sex was not strongly correlated with whether a worker 
was subject to mandatory retirement. However, pension 
coverage and industry were strong, determinants. Table' 2 
Shotts the^robability .of being subject to/mandatory \ 
retirement by employer pension coverage and industry of 
employment, r 

Workers subject to mandatory retirement are assigned^ 
mandatory retirement age based on whether they are covered 
^ by an employer pension,* Over 90 percent of workers 
subject to mandatory retirement prior to the 19f8 ADEA 
Amendments were subject to an ag^-65 requirement, 

tabulations of the, DOL survey da-fca. showed- that the most 
important determinant of whether a worker was subject to 
mandatory retirement after the passage if the 1978 AtfEA 

.Amendments was whether-the-workers^had-been subject to r 

mandatory retirement before the passage of the 
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Par,t III 



TaM* 2... Probability oft Being' Subject to Mandatory 

Retirement Prior to the 197*8 ALE A Anendnenta, 
by Industry and Pension Coverage 



ndustry 

Agriculture, 
^Forestry . 
land Fisheries 1 

Miking and Construction* 

Manufacturing 

• Transportation* 

Utilities and Comsunlcatlon, 

Trade 

Finance, Real -Estate 
end Insurance 

Services 



Private Pension 


Coverage 


Not Covered 


Covered 


, .128 


.328 


.128 


.328 * 


.369 


.709 


.444 


.790 


.444 


.790 


.200 


.52*^ 


, -517 


.7B6 


.231 


.467 











TI Agriculture, forestry", flshtrlee and mining and construction were combined. 
• 2. Transportation, 'utilities ana communication were combined. 



SOURCE : Special tabulations of DoL survey data. 
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amendments. Table 3 shows the proportion of workers who 
were subject to mandatory retirement in early 1980 by 
whether their employees had a mandatory retirement age in 
1977. The proportions are shown separately by pension 
coverage status and sex. Roughly 12 to 15 percent of 
workers with employers who had a mandatory retirement age 
prior to the 1978 ADEA Amendments were not subject to 
mandatory retirement in early 1980, In response to the 
amendments raising the minimum permissible mandatory * 
retirement age to 70, the employers of these wor.kers 
simply dropped a mandatory retirement altogether. Since 
the passage, of the 1978 ADEA Amendments, a few employers- 
who did not previously have a mandatory retirement age 
instituted one. In general this was unusual. However, 
3,3 percent of the women covered by pension plans who were 
with employers with no mandatory retirement age in 1977 
were subject to mandatory retirement in 1980. This could 
indicate the beginning^ of a slight trend for employers who 
hire large numbers of women; » 

The proportions in Table 3 were used in the simulation to 
determine the procedure of mandat ory retirement • 
requirements under current law, >ill wor/kers currently 
subject to mandatory retirement wifere assigned a mandatory-^ 
retirement age of 70. Less than one percent of the A 
workers in the DOL survey were covered by mandatory 
retirement provisions with a* later age. . . 

g. Wage Rates . In estimating the six sets of equations 
that are the Heart. of the retirement decision model, 
workers r actual wage rates were not used. Instead, 
expected wage rates were calculated from wage rate 
regressions for workers age 58-61. TJie wage rates used in 
the 'retirement decision model were imputed using^ the same 
procedures. 

\ 

e wage rate imputation equations were estimated 
separately for blue collar and white collar workers. 0 ^ 
Moreover, a more detailed breakdown of occupation^ is Used 
within the broader blue collar/white collar dichotomy. 
The JOBS model, which produces the workers 1 job histories, 
includes an Witer-industry mobility model. However, it 
does not include a model of occupational mobility. Hence, 
a set of proce%fees had to be developed %o assign 
occupations' to*w&?kers at age 58. 

Once occupation is assigned, it is possible with data v from 
♦other; parts of the simulation to compute the imputed wage^ 
rate per hour at age 58* For each cycle through the* _ M 
retirement decision model, the wage rate is updated f< 
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Table 3. Proportion of Workers Subject ,to Mandatory 
' , Retirement After the 197,8 ADEA Amendments 
by Pre-Amendment Status,' Sex and Private 
Pension Coverage 



Sex of Worker and Private 
Pension Coverage 



Hot Covered By a Private Pension 
Mala 
Female 



Covered By a Private Pension 

» Vale . * 
Female 



Whether 


Subject to 


Mandatory le 


lrement In 1977 


.1 

v 1*1 I 


Ko 


.890 


.009 


.861 


.006 


i 




.867 


•.008 


.82^ 


* .033 



1. Numbers Ik* cells are the proportions of workers subject to mandatory 
retirement In early 1980 efter the 1978 ADEA Amendments became effective. 

L J • • • . 

S0UKCK: Special tabulations of DoL aurvey date. 
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*» a « 8 ™ in a ! 6 L an ? t " enure - When -workers' are simulated to 
take on new jobs, in the retirement decision model, the 

refet^ P™ 0 ^ is "repeated, with tenure 

.reset to zero and then updated from this new base. 

2. Research Findings* 

a.- D e3erl p tl0 n 3 of P olicy Experiments . . The data bases' ■ 

and , tne re H rement decision model described were used to 

undlr a ^ ,0lJe ^ WOrkerS ' lab0r foroe Participation 5ltJ 
_ under three alternative mandatory retirement policies^ 

The- first policy' was a continuation of the law N n effect ' 
prior to passage of the 197S ADEA amendments? Under his 
law workers could be required to leave their joSs at age 
tl^t th€ , earliest - - (The distribution of mandatory 
retirement provisions actually faced by private sector ' 
' Part^ P r r 1978 laW o is described in detail in 

lSt' V' P r i0r t0 the 1978 ADEA Amendments, 56 percent of 
l»^ SeC ^ * 0rkerS over a * e »0 were subject to 
mandatory retirement. Of these workers #90 percent were 
subject to age-65 mandatory retirement. An adSitionaH * 

l9 er ° e ?ina?lv S £ Je0t to » andat0ry retirement at ages It t«r 
69. Finally, 4 percent were subject to mandatory 

E^EESf age 70.- The simulations assume this 
' di s tr f°ution would not have changed greatly between now • 
and the year 2000 without a change in the law? 

cJ?rrfn?°?L man VMf * retirem * nt - policy simulated is the ' 

\« * laH s P eoifies 70 as the earliest 
nr?v»he 7 retireB « nt a 8f but- for a few exceptions. Of 
private sector workers 40 or older tn early 1980 47 
percent were subject to mandatory retirement. With rare ' 

waT?0 n The he s i:u; d ?r y f°r these 'workers 

was (0. The simulations assume there will be no ehanee in 

•ESEf 06 ? 1 ° f r° rkerS SUbje0t t0 mandatory retirement or 
i?^oS» a f* re ? U Jr ementS between now and the year 2000 
without legislation to raise the, legal minimum age. 

» * 

l-Ll^C* mand . ator y retirement policy simulated assumes . 
mandatory retirement" was eliminated effective January i960. 

A fourth set of simulations were also run as tart of this ' 
'E™^ 0 *' ?!? eSe simulations attempted to estimate the 
impact on older workers' labor force participation of not 
only raising or eliminating the mandatory retirement age 
but also of .requiring employers to offer fair increase! in 

alters im„ B fi th t0 Wh ° * »~" 

after Fulfilling the age and service requirements for 

normal retirement. 'Currently, many pension- plans do not 
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permit any benefit increases after a worker is eligible 
for normal retirement* According to the DOL plan sponsor 
survey, £5 to 40, percent of workers aire covered by, plans, 
that permit no benefit^, increases to workers eligible for 
normal retirement. Of the armost 60 percent of workers in 
plans that explicitly permit benefit increases, more than 
a third can receive only limited benefit increases after 
normal retirement} eligibility. Many of the plans which do 
not explicitly restrict further benefit accruals after 
normal retirement eligibility do so implicitly. Many 
plans place maximums on years of creditable .service, have 
maximum benefit limits, and place other restrictions on 
benefits, especially those paid to long-service or * 
high-wage employees.* 

The fourth simulation assumed that all provisions which 
retrict benefit accruals after normal retirement 
eligibility would be prohibited by law. Furthermore, the 
simulation assumed employers would be required to give 
near actuarially fair increases in benefits to worker who 
were eligible for normal retirement benefits but continued 
to work. . "Near actuarially fair" was defined as a 
10-percent increase in the benefit far each year 
retirement was postponed between age 65 and 70.* For 
workers who were eligible for normal retirement before age 
65 , the simulation assumed a 5-percent increase in 
benefits for each year retirement was postponed. 

b. Basic Findings for Men . 

- 1*. . Labor Supply Effects of Mandatory Retirement Policy . 
Options . „ ... 

The initial cross-section sample of 60,000 persons in 1973 
yielded samples in Vhe 60-70 age brackets for 1985, .1990 
and 2000 that range from 2,292 to 2,541 for men and 2,995 
to 3>207 for women. The retirement behavior of these 
samples, was estimated under each of the mandatory , 

* 

Further research would be necessary to evaluate these 
requirements. 3 

♦ . r 

Thex l0»-percent figure is a crude approximation of whkt 
plans could reasonably be expected to do. For males at \ge 
65 $ a truly fair increase based on mortality r*ates 

s light ly^ower than the current rates would he about-. 16 or \1 

percent per year between ages 65 and 70. For females, the 
fair increase between 65 and 70 would be roughly 12 to 13 
percent? a year. 
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retirement statutes described above and the results , for 
aach of the> simulation years tabulated. Labor force 
participants, and nonparticipants were tabulated separately 
for men and women in the age groups 60-61, 62-614 , 65-67 
and 68-70. The resulting labor force participation rates 
are shown in Tabled for the years 1985, 1990 and 2000 for 
each age group and under each alternative mandatory 
retirement policy, 4* * 

# — Raising- the mandatory re/tirement age increases the labor 

;n rCG «.P, tici F ation rates in a11 age ( groups between 60 and 
70. This is Irue both in the near future (1985)* and in 
the longer run (2000). Among workers 60-6H , raising the 
mandatory retiremeat age to 70 increases the labor force 
partipipation only slightly, however. As expected, the 
increase in participation rates is largest for workers 
between#65 and 67. Hence* raising the mandatory - " 1 
retirement age from 65 to 70 increases the labor force 

Parti onSn ti0n rate by nearl y 7 percentage points in the 
year 2000, which represents an increase of 20 percent in ■ 
the number of 65-67-fear-old male workers. * 

Increases in the labor force participation rate of workers 

' ?I? de L a fS 65 and over 67 are ver y much smaller than for 
>tne 65-67-year-olds. For. 60 T 6l-year-olds in the year 
2000, -the predicted participation increase^-tfy only 7 
tenths of a percentage point. For 62-6*Uyear-olds, the 
increase is percentage points. These • i-ncreases do not 
result directly because of -the increase in mandatory j - 
retirement age. Rather, they are the indirect result of 
the percent of workers subject to mandatory retirement at 
all after the 1978 ADEA amendments, As shown in Table 3, 
the number of workers subject to mandatory retirement is 
expected to fa.ll by about 10 percent because of the 1978 
Amendents. Furthermore/ as shown by other POL researc h, 
the probabilit y of a worker's leaving his current .job 

- sometime between age bQ and «p3 is higher if the~worke r is 

subject to mandatory retirement. Moreover, the" ' 

probability of his getting a new job, rather than r e tiring 

, lf he leaves his .job , is lower if the worker i s subTeclTTo 

mandatory retirement . Thus, after controlling for • 

employer pensions, Social Security and other factors, 
workers Subject to mandatory retirement are mor'e likely to 
- leave the workforce in their early 60'«e. By reducing the 
^ percent of workers subject to mandatory, retirement, a few 

^additional workers are predicted to: (1) stay on their 
current jobs a year or two longer; and (2) find-new jobs ' 
if they leave their current jobs. 7 



ERIC 



20? 



196 




PsrflXI 



Tabls ft. Labor Fores Participation Rattt of 

% 01dsr Ken Ondsr JUternttive Mandatory 
Retirement Policies, 1985-2000 







Minima Mandatory Retlrcaent Axe 


Tut 


Croup 


65 


70 


None Allowed 


1985 1 


60-61 


84.6 


85.3 


86.5 




62-64 


' 69.5 


69.7 


•69.9 




65-67 


33.1 


41.0 


41.L 




68-70 


17.6 


22.Q 


27.8 


1990 


60-61 2 


84.9 


85.2 


86.0 




62-64 


68.2 


69.5 


71.8 




65-67 


32.9 


40.4 


42.2 




68-70 


18.6 


19.4 * 


23.9 


2O00 3 


60-61 


87.9 


ssS 


89.3 




■62-64 


67.9 


69.3 


70.6 




65-67 


33.4 


40.1 


42.9 




68-70 


18.9 


19.8 


23.9 



1. Two outlying' estimates were ellalnstsd. Based on five repllcstlons. 

2. Ags 60-61 estimates based on four sslscted runs. Age 65 rste for 
68-70 based on first* ssven simulations. ^ 

3. Based on seven' repllcstlons. Mo Judgmental sslectlons. 
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For workers betveiKSBgy^i 70, the effect of raising the 
mandatory -retirement, age* from 65 to 70 was also very 
small, although more than twice as large in percentage " 
terms than the impact on workers under 65, The labor 
force participation rate, among these workers "rose by 9 ' 
tenths of a percentage pointy For this group this 
increase represents almost a 5-percent increase in labor* 
force participation- This increase fs in part the result 
of more workers having survived in the workforce to age 68 
because thev were no longer subject to mandatory 
retirement at age 65 or were no ioriger subject to 1 
mandatory retirement at><a,ll. 

As shown in Column 3 of Table 4, eliminating mandatory 
retirement altogether results in still further increases ' 
in labor force participation rates among older men. In 
moving from age-70 mandatory retirement to no mandatory 
retirement, the greatest increase in labor force 
participation is among* men 68 to 70. i n the year 2000, 
the increase! from J.9.8 1 percent to 23,9 percent - ' 

participation is a 21-percent increase \ n the number, of 
men in this age group who are working. The primary reason 
for this increase is the difference, between the behavior 
of men over 65 when they* leave 'their current Jobs. 
According to our .1o b transition results, whether a worker 

takes a n ew Job If he leaves his current employ er"!! 

strongly dependen t 0 n whether the worker I s sub"TecT~hn 
mandatory retirement . Older men, of all ages are less 
likely to seek other Jobs if they were covered by * 
mandatory retirement on the Jobs they 'Just left. This" — 
effect is especially strong for men who leave Jobs after 
age 65. Also, the probability that a worker wiJLl leave 
his current Job is very high after age. 65. According to 
the results, i*7 percent of male workers 65 or older can be' 
expected to leave their Jobs sometime during the next two 
years. In the year 2000 With age-70 mandatory retirement, 
31 percent of these workers are predicted to aeek and find * 
new Jobs. With the eliminate 0 f mandatory retirement, 
^9 percent of workers over 65 who, leave their jobs are ' 
expected to seek and find new Jobs. This re sults !in a 
15-percen t increase »in the -probability" that worker s who 
leave their jobs wil l continue to work in othe r jobs ~f^r 
at least one more year . ~ S ~i 



• The increases in labor force participation -rates tor 
^r^xs^^&L are smaller than those -for- worker's between 

cJVL However, the increase i n the absolute Ciumber of 
^nen o5-jo7 in the labor force would actually be 
larger--roughly 200,000 vs. jLOO',000 for men 68-70. As 
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with the oldest age groups shown in Table 4, the "increase 
in labor force participation of the younger groups is 
accounted for primarily by the differences in behavior 
between men subject and not* subject to mandatory 
retirement at some time but not immediately* 

Before discussing differences in the impact of alternative 
mandatory retirement policies, some of the trends in Table 
^ need explanation. 

Although whether a workers gets a new job if he leaves his 
current employer was a ,very dominant factor in explaining 
responses to alternative mandatory retirement policies, 
whether workers leave their current jobs is the most 
important factor in determining the trends over time in 
Table 4 with "an age-65 mandatory .retirement policy. Table 
5 shows the major factors in the model which influence a 
workers's decision to leave his current job, the direction 
of the impact of each variable for each age group, and the 
time trend of each variable for each age group. 

Workers 58 to 61 who are deciding whether to leave their 
current^ Jobs during the forthcoming year are less inclined 
to leave their jobs if they have substantial amounts of 
Social Security and pension wealth and can expect 
significant increases in such wealth by remaining with 
their current employers. They will also be less likely to 
leave their current jobs the higher their expected wage 
rates over the forthcoming year. Between 1985 and 2000, 
all of these factors experienced positive growth and, 
hence, reduced the probability that workers 58-61 would 
leave current employment. x 

The 62-64-year-olds in Table 4 fall partly in the first 
and partly in the second retirement decision age groups in 
Table 5. For workers 62 to 64,*so'cial Security and 
employer pension wealth have just the opposite effect they 
have on the younger age groups— the greater the pension 
wealth, the greater the probability the worker will leave 
his current job j As both Social Security and pension 
i wealth increased during the simulation, the proportion of 
workers in this age group who left their current jobs also 
inqreased.. On balance, the trends in Social Security and 
employer pension wealth and the change in Social Security^ 
wealth .dominated, and the labor force participation rates* 
of 62-64-year-olds fell somewhat between^ 1985 and 2000. 

c $ ' 

The 65-67-year-olds in Table 4 fell partly in the second 
retirement decision age group in Table 5 and partly in the 
third age group. The direction of the effect and v changes 
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Table 5. Sumary of Tread* la Major Determinants 
of Letvlag the Current Job by Age of 
Kale Worker, 1965-2000 



Ate Group 
58-61 



62-64 



65-67 



Verleble 

f Social Security Wealth 
Employer Pension Wealth 
Change la Social Security Weelth 
Change, la Employer Pension Weelth 
Eligibility for Employer Peasloo 
Input ed Wege lute ' 

Social Security Weelth 
Espl6^yer Peaeloa Weelth 
Change la Sociel Security Wealth 
Change la Employer Pension Weelth 
Eligibility foe Employer Pension 
Imputed Wage Rrte 

Social Security Weelth 

Employer Pension Weelth 

Change la Social Security Weelth 

Change la Employer Pension Wealth 

Eligibility for Employer Peaeloa t 

Zaputed Wage Rate 



Impect on 
Probeblllty 
of Leaving 
Current Job 

negetlve 
negative 
negative 
negetlve 
poeltlve 
negative 

positive 
positive 
negetlve 
negative 
positive 
negetlve V 

positive 
negetlve 
negative 
negetlve 
positive 
negetlve 



Treads la 
Variable 
between 

1985 and 2000 



_ icreesed 
Increased 
Increased 
Increased 
Increased 
Increased 

increased 
Increased 
decreased 
./increased 
decreased 
Increased 

decreased 
increased 
decreased 
decreased 
no change 
no change 
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between 1985 and 2000 in the values of the major variables 
affecting leaving the current job were discussed above for 
62-64-year-olds excep.t for employer pension wealth* For 
workers over 65, larger amounts of employer pension wealth 
reduce the probability of leaving the current job. There 
is no obvious explanation for the direction of this 
effect* If there will be a large pension increase from 
staying on the job an additional year, the worker is more 
likely to remain than, otherwise. On the other hand, if 
the worker is eligible for an immediate benefit, he is 
more likely to leave. , 

Since the trends in all of the pension wealth and change 
in, wealth variables were in the direction of reducing the 
probability of workers over 65 leaving their'current jobs 
during the next year, between 1985 and 2000 the labor 
force participation of m the 68-70-year-olds increased. 

Table 6 summarizes older workers 1 labor force responses in 
the year 2000 .fllie to changing the mandatory retirement age 
from; (1) 65 to 70; and (2) from 70 to elimination of 
mandatory retirement. The responses are percentage 
increases in the labor force participation rates of the 
age groups* V. 



Because «of the recent cjhange in the mandatory retirement 
age from. 65 to 70, we can expect increased labor force 
participation among all ages of workers between 60 and 
70.* The largest increase will be among workers 65 to 1&7* 
Their labor force participation will increase 20 percent* 
The labor force participation rates of the other age 
groups of older men will increase much less. 

Moving from the current age-70 mandatory retirement policy 
to elimination of mandatory retirment will increase labor 
force participation rates even more* As shown in the last 
column of Table 6, the additional response of 60-64 year 
olds will be as large as the response of these workers to 
the change from age 65 to 70 mandatory retirement. The 
response of 65-6f year olds to elimination of mandatory 
retirement will not be as great as their response to 
changing the mandatory retirement age from 65 to 70; 
however, it will still be substantial.- The labor force 
participation rate of the group will rise by an additional 
7 percent* 

i 

The largest long-run labor force response to eliminating 
mandatory retirement would be among workers 68 to JO* In 
the absence of other offsetting changes, the labor force 
participation rate of this group would Jfiatreas.e by about 
21 percent. 



i 
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•Table 6. Percentage Increases In Male Labor Force 
Participation Rates in the Year 2000 
Resulting fro© Alternative MancUtory 
Retirement Policies 



Ak» Group 

60-61 
62-64 * 
X 63-67 
65-70 



A 1 



Percentage Increase in Male tabor Force 
Participation Rates in 2000 for Change 
in Mandatory Retirement Age; 

From Age 70 to 
No Mandatory Retirement 



From Age 
65 to 70 

0.8 
2.0 
20.0 
• 4.8 



0.8 
X.9 
7.0 
20'. 7 
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Clearly, in tfie absence of other offsetting change, the 
change enacted in 1978 will increase the labor force 
participation of older workers significantly. Elimination 
of mandatory retirement would result in further increases 
of a lesser but still significant magnitude. The next 
section shows estimates of the actual number 'of older 
workers under alternative mandatory retirement p^icies. 

2. ^ Adjusting Labor Force Participation to POL Projections' 

During the simulations wWch created the basic data sets 
for ^the ana lysis , no trend was imposed on, labor force 
participation rates. To the contrary, these rates were 
maintained at the ir"^1985^ levels in order to more easily 
isolate the impacts of the major retirement decision 
variables in the model. 

Labor 'force participation, rate projectipns are usually * 
projections of monthly average rates. The simulation 
models, however, 'produce rates based on flork experience 
during the year. Thus, in order to compare the simulated 
rates with rates projected by^the Department of Labor, the, 
DOL average monthly rates were converted to annual work 
experience rates. The resulting labor force participation 
rate.s and the projected number of male workers in each age 
group~~are shown in columns one -and two of Table 7 under an 
age-65 mandatory retirement policy. 

The third Column in Table 1 shows the number of additional 
older males who are predicted to continue working at the 
turn of the century because of the change in the mandatory 
retirement age to 70. In all, 217>~000 more men between 
age 60 and 70 can be expected to be in the workforce as a 
result of the recent 1978 ADEA Amendments. This 
represents a total increase in labor force participation 
of this group of a little over 5 percent . Well over half 
of the total Increase will be among 65-67 year olds, those 
who would have been most directly affected by age-65 
mandatory retirement. 

According to the predictions of the retirement model, a 
substantial additional increase of 195,000 male workers 
could result if mandatory retirement were eliminated 
entirely. These, workers would represent a 4.5 percent 
increase in the "age 60^70 male workforce above its t 
expected level with age-70 mandatory, retirement. 
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Table 7. Number of Older Males In the Ubor Force 
In the Year 2000 Under Alternative 
Mandatory Retirement Policies * 



Age Group 

60-61^ 
62-64 
65-67 
68-70 



Age 65 Mandatory Retlreocnt 
•Adjusted 
Participation 
Ratal 



(Percent) 
70.3 
54.3 
30.7 
17.4 



Total 
Male 

Workforce 
(000) 

1491 

1458 

772 

417 



Increase in Workforce for 
Mandatory Retirement 
Policy Change fron; 



Age 65 

to 
Age 70 
(000)- 

12.4 

30.0 

155.5 

19.3 



Age 70 tc 
No Mandatory 
Retirement 
(000) 

12.2 

27.9 

o 64.7 

90.3 



Totel 



4138 



217.2 



195.1 



1. Rates from Table 19 ad justed. to be consistent with DoL projections. 
See text. 
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The largest single impact of eliminating mandatory 
retirement altogether would be among 68- to 
70-year-olds — an estimated additional 90,000 of these 
workers would remain in the labor force. As pointed out 
earlier, this result would occur primarily as a result of 
workers over 65 adopting the behavior of workers' currently 
not subject to mandatory retirement. These workers are 
far more likely when they leave their pre-retirement jobs 
to seek new employment, presumably with more flexible 
hours, a less demanding workload, or both. Very little of 
the impact of removing age-70 mandatory retirement would 
be the resuit of workers no loriger bumping up against the 
mandatory retirement age. Of the almost H0 percent of 
workers expected to be suoject to mandatory retirement at 
the turn of the century under current law, fewer than 10 
percent will be actually forced to leave their jobs 
because of mandatory retirement. However, these overall 
results indicate that mandatory*- retirement ages affect 
employee behavior through a complex process which results 
in earlier departure from employment and lack of 
reemployment after leaving the current job. Further 
research will be required to .explain how mandatory 
retirement rules operate to produce these consequences. 

Sensitivity of Labor Force Participation to Changes in 
Social^Security 

Social Security wealth and changes in Social Security 
wealth are major determinants of the decision to retire. 
The simulation results presented thus far have assumed 
current Social Security law would be unchanged between now 
and the turn of the century. .This section examines the 
sensitivity of the .male labor force participation rates to 
changein Social Security benefits under current (age 70) 
mandatory retirement policy and Under a policy which 
eliminates mandatory retirement. 

Two simple changes Social Security benefits were made for 
the sensitivity analysis. The first was an i 
across-the-^QaFd' reduction in beu£U.ts Of 10 percent. The 
second was a 26-p'ercent across-the-board reduction. 'The 
resulting l£bor force participation rates for males 
between 60 and 70 are shown in Table 8. The first column 
of labor forpe participation rates (those under current 
Social Security law), are from Table *W These and all 
other rates in^Table 8 are adjusted to be cons / ir3tent with 
labor force trends projected by the Department^of Labor. 
The second and third columns of rate in Table 8 are for^ 
10-percent and 20-percent cuts in Social Security 
benefits, respectively. 
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Table 6. Iapact of Acroaa-the-Board Cuta In Social Security 
Benefit* cm Malt Labor Force Participation Ratea 
In the Year 2000* 



Male Labor Force Participation Ratea 



Age-70 Mandatory Retirement 



/ 



Current Social 10-Percent Social 20-Percent Social 
.Afle .Croup Security Lav Security Cut Security Cut 



*&-6l ' 70.? 71.5 70.4 

62-64 , ^ 55.4 55.7 55. 

65-67 36.9 37.4 33 

*68-70 18.2 19.4 18^9 



Elinination of Mandatory Retirement 

Current Social 10-Percent Social 20-Percent Social* 

Age Croup Security Lav Security Cut Security Cut 

60-«l 71.4 71.4 70.3 

62-«4 . 56.5 55.2 58.1 

65-67 39.5 . . 35.5 39.2 

6«-70 22.0 21.7 21.3 



✓ 

V 



1. Simulated labor force participation ratea have been adjuated to ba 
coualatent with DoL projected ratea. 
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Under the current age-70 mandatory retirement policy, 
reducing Social Security benefits 10 percent would 
slightly increase the labor force participation rate of 
each age group of 60 to 70 year old men. The largest 
income would be for men 65 to 67. If mandatory retirement 
were eliminated, as shown in the bottom hajf of Table 8, 
the result would be the opposite* A "10 "percent reduction 
in Social ^Security would reduce the labor force 
participation of 60 to 70 year old men. The largest , 
decrease /would be for men 65 to 67. Reducing Social 
Securi ty^enef its 20 percent would produce mixed results 
. under both current mandatory retirement* policy and 
elimination of mandatory retirement. The participation 
with age groups would rise in some groups ana fall in 
others. 

The reasons for the results in Table 8 are not obvious. 

They illustrate the complexity of the interaction of the 
4 factors that influence the timing of retirement. They 

also indirectly illustrate a very fundamental point of the 

hiji4en dynamics of labor ftfrce participation' rates among 
■^THderxworkers . 

,The timing of retirement, defined 'here as total withdrawal 
from the labor fc^rce, is a two-part decision. The first 
decision is whether to leave the current job. The second 
is whether to seek other more suitable employment or to 
leave the labor force. Although the two decisions 'are 
N ft\fluenced by the same set of factors, these factors have 
very different impacts on the decision to leave the 
current job and seek a new job versus the decision to 
retire completely. Furthermore, a particular factor, may 
influence different a^ge groups differently. Further 
analysis to explain, these, results is "in progress. 

Effects of Adjusting Pension Benefit Acoruais After Normal 
Retirement Eligibility ~ 

There is currentlV considerable confusion and a lack of * 
solid analysis of how employer pension plans* treat the 
accrual of benefits after a worker fulfills all ' 
requirements for normal (unreduced) retirement. In the 
analysis of the Retirement History Survey it was assumed 
that benefits of all workers were frozen at^the point of 
normal retirement eligibility. Except for government 
workers, jthis assumption was also Used in the simulations 
reported earlier* • m 
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Af the ,time the simulations were run, it, was known that* 
not all workers' benefits were frozen atrnormal retirement 
eligibility. In- particular, tfce defined contribution 
plans, which cover roughly 20 percent of covered porkers, 
must permit 'increases in benefits if\they continue to* 
collect contributions,. t Moreover, data from the DOL 
Surveys indicated that benefit accruals are permitted by 
.many defined benefit (noncontributory) plans as, well* 

f ' _ 

Table 9 shows the distribution of workers covered by 
various ty^pes of late, retirement provision. All types of 
plans are included. Almost 27 , percent of covered workers 
in the DOL Survey wexa in plans tna* offer no increases in 
benefits after normal retirement eligibility. An ' ^ , . 
additional ZZ percnet w.ere covered ,by plans that have a ge 
and/oc service limits on the accftial of benefits. It is 
not known how many workers' in the survey could reach these 
limits by or before normal retirement eligibility. We do 
know that service limitations can be very xpstricti ve7**4tt^ 
some cases as low as 20 years. * ' 

In all, 36 percent of workers v#re clearly Covered by 
plans where benefits continue tjt accrue without limit 
after normal retirement eligibility.. In a minority of 
these cases (about 14 percent) , the 'accrual is on some 
actuarial basis. In most cases, however, the accrual is 
based on the rules Por all workers "covered by the plan. v 

In short, it is certain that about 36 percent of covered 
workers continue to accrue benefits without limit and- that 
as many as 22 percent more may receive benefit increases 
if they do not exceed age or service 14mits. For about 16 
percent of workers, whefe*Q£r\ benefits continue to accrue - 
after normal retirement eligibility is unknown.* 

Table ^presents results frotoa simulation which feave all 
covered workers new actuarial benefit increases for 
postponing retirement. These increases were fc 5 percent of 
the normal benefit for each 'V^aA of postponement if normal 
retirement eligibility occurred Vefqre r age 65 and 10 
percent per yea"r of postponement /or normal retirement at 
or, after age 65. Currently, using an assumed 6-percent 
iterest rate , an acutarially fair increase in benefits* for 
postponing retirement one year would be 16-1-7' percent for 
men' between age 65 and 70. ^> For women, *the fair increase 
would be around 12 percent for each ^ear retirement* was 
postponed between 65 and 70. The ^ower unisex rate of 10 
^percent was selected because of expected incccneases -in 
longevity' over the next 20 years and -because pension plans 
tend to be conservative in their actuarial assumptions. 
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Tabla 9. Treatment of Banaflt Accruals to 
Vorkars Who Postpone Retirement 
Put Nomal Eligibility 



Plan' a Lata Ratlraacnt Provlalon 

Ho provision in plan for 
lata retirement 



Percent of Covered Vorkara 1 



No benafit accruals after 
normal retirement eligibility 

Continued benafit accruala 
subject to aga and/or 
service limitation* 



26.8 



21.6 



Benefits actuarially in* 
creased based on data at 
atart of retirement 



4.8 



c 



Benefits continue to accrue 
with no age or service llmlte 
Total 

i 

Number of workers 



31.2 
100.0 

2,602 



1. Based on tabulations of DoL aurvey data. In 18 caaea (0.7 percent), 
plan sponsors responded "other. 1 * These caaes are not included in the table. 
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10. Effect of Uqulring Upward Adjustaent. In 
Employer Fenalon Benefit* After the Nona*; 
Retirtaent A«e on Male labor Force Eartici- 
p«tioa*ia the Tear 2000 ■ 



Mandatory 
fcetlrtaent 
FoliCY 

Agt-70 



Age Croup 

60-61 
62-64 
65-67 
68-70 




ChaVfe ln*»lxe 
of Workforce 
(OOO'a) 

-25.4 
0.0 
9.8 
64.7 



El initiation 
of Mandatory 
Ketlreaent 



60-61 
62-64 
65-67 
68-70 




70.6 
58.5" 
40.1 
22.6 



-18.3 
55.4 
15.5 
15.1 



2 S5kirJ ? ? 2 ? i" tJ* ^ d i' ted " re£Uct M *™J«ted trend.. 

5 nare^t tZIfi * °° * beaefl " b « fo ™ •«« 65 had their benefit! lncreaaed 

- i* Pj f° r *^?J ea 5 ^«* cnt v f» Worker, eligible for oornal b^efSt"^ 

SSaJL" U " banefi " for "each year retired Cl. *~ 
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Und3A the current age-70 mandatory retirement policy, male 
labor \force participation rates at the turn of the century 
would pot be much affected by increases in employer 

^.pension benefits for delayed retirement of the magnitude 

simulated* In all, only 50,000 more men age 60-70 would 
be working. This is a 1-percent increase in labor force 
participation "for this group* 

For men age 60 and 61, the labor force participation raw, 
would fall slightly* Some of these men become eligible & 
for unreduced benefits as early as agar 55, and others 
become eligible in their late 50s\ By age 60 or 61, their 
benefits may have increased by- as much as 15 percent. If 
some of these workers had been inclined to retire 
previously they will be even more inclined to do so with 
higher benefits. 

Urtder current mandatory retirement policy, the effect of 
5-percent yearly increases in normal benefits on the labor 
force participation of 62 to 64 year olds is neutral. On 
the one hand, benefit levels are higher. On the other, 
the expected change in the benefit has gone from 0 to +5 
percent. Some workers are more inclined to stay on during 
this initial period when Social Security benefits are also 
rising fairly rapidly (about 6.^7 percent). Others, 
especially those subject to mandatory retiremet, respond 
more strongly to the increas-ed level of the benefit and 
retire somewhat earlier. 

For workers 65 and older, the net effect of the 10-percent 
yearly . increase in the normal retirement benefit is -to 
increase labor force participation by about 15 percent. 
Under current mandatory retirement policy, this is the 
only age group with a strong response to the 10-percent 
increases in delayed normal retirement benefits. By this 
age, virtually' all of those covered by mandatory" 
retirement were out of the labor force. Therefore, few 
workers were affected by the additional push out of the 
workforce of mandatory retirement. 

In the absence of mandatory retirement, the increase in# 
labor force particpation from offering increases in 
employer .pension benefits after normal retirement would be 
somewhat stronger than under age-70 mandatory retirement. 
Without mandatory retirement, about 68,000 additional men . 
age 60-70 are estimated to be in the workforce. This is a 
1.5 percent increase in the workforce as opposed to the 1 • 
ppropnh nhappveri nn(ter nnrrsnh age-70 mandatory retirement. 
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addition to providing a larger boost in labor force 
participation under a policy of no mandatory retirement, 
new actuarial increases also encouraged workers age 62-64 
to stay in the workforce an addtitional yeat-or two. This 
was not so with age 70 mandatory retirement. Thus, in the 
absence of mandatory retirement, more 1 of the older workers £ 
in the labor force would be in their mid- rather than late 
60s. * 

5* Impact of Mandatory Retirement on Female Labor Force 
^ Participation • ~ 

The equations on i^tiremeift behavior for* women were 
estimated using a sample of unmarried, women who were 
between the ages of 58 and 63 in 19b9. These women were 
interviewed at two-year intervals through 1975 as part of, 
the Social .Security Administration's Retirement History 
Survey. It was uncertain how well these* equations wouldN^ 
reflect the retirement behavior of all women. Preliminary 
simulations indicated the results were a potfr 
representation for older women. Therefore* the extensive 
analysis performed for older men was not repeated for 
women. 
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SUMMARY 



fffffi!. ? . *f mptln ? ? xecutlve Perso nnel from the Hig her 
^SSacor v Hetirement A ge. Two yea rs after the 1978 ADEA 
wenaments beoame effective, a DOL survey of the personnel 

"rms revealed a great deal of indecision ancK 

bv ConirP ' U rr° Un . din ? firm3 ' U3e of the authority left them 
by Congress to exempt executives from the increased 
mandatory retirement age. Although 20 percent of all 

ZlZl^tl 0fficers heated ' that thei/firms either were 
using the exemption or were planning to apply it within a 

Hm' T rly 30 pe ^ ent <*eir firms' Executives must 

«™H 5° r M!? a 2*J n8 ase 70 - About a fifth of the larger 
sample and a thlr$«bf the case study firms had not made ' 
final decisions about -whether to apply the exemption. 

« 

Firms were slightly less likely to mandatorily retire 
executives than other employees. However, firms that apply 
mandatory-retirement to other employees were, significantly 
more lixfy to require executives to retire than wer'e ?irms 
with no mandatory retirement age (72 percent versus 11 • " 
V percent); nearly two-thircs of the firms requiring 
executives to retire did so at ages below 70. 

fi rBS an u tn03e en 8aged in manufacturing were more 
likely to use. the exemption than other firms. *Thus, the 

52l2^ri m ?f 0t ° f the exemptlcn has already been relt 

Seventy-five percent of the executives eligible for 
• Sr?fSii2 B WOrk / or " rB * already using it, and personnel 

of iiE?h?2 a « t ! d ?S ly,a 3 -P ercen t increase in the numbers 
( of eligibles over the next 5 years. 

The main reason given by nearly half of the case study 
S ;;, 1 ? for »fing the exemption was the need to aas ure 
promotional opportunities for younger workers? cost savings 
were also frequently cited. 8 



Although^ the majority o f firms (60 percent of th e case 
f^lL . rX 16 a " d °" p erce nt of the larger sample) had - n ot 
availed themselves of ,the exemption at the time ^fThV^ 



~~ ~- c Acuyuiw au me time or tl 

su *7 e £ t case study responses indicate that executive 
retirement age was not an issue for them. The firms either 
had no older executives, their executives were retiring by 

2!f L anyWay '^ there was no encouraging retire- 

ment at a specific age. 

, v 

Approximately half the non-exemption case study firms 
expected their policy to continue, and the remainder had 
made no final decision. Future adoption of the exemption 
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by these firms will depend on Tfoe retirement behavior of 
the executives themselves. The recent performance of the ' 
national economy and the high inflation rate were expected 
to have more effect' on executive retirement decisions that 
'increases in the mandatory retirement age* » 



In general , the 
a partial reten 
those firms tha 
administer 'a co 
have the least 
turing /irms) a 
in those jobs 
have tradi tiona 
retirement and 
as a part of pe 



effect of .the exemption has been to permit 
tion of the old retirement age policy for 
t have the organizational capability to 
mplex policy (the larger firms) and that v 
growth in executive positions (the martufac- 
nd thus the greatest pressure for turnover. 
Large firms and the manufacturing sector 
lly been more likely to apply mandatory 
pension incentives to their older employees 
rsonnel policy. 



IMPACT OF THE EXEMPTION OF FIRM EXECUTIVES FROM 
~ THE HIGHER MANDATORY RETIREMENT AGE 

A. Legislative History of the Executive Exemption 

The 1978 Age Discrimination in Employment Act Amendments 
(ADEA) permanently and categorically exclude from its 
provisions only one class of private sector workers- 
executives and high-level policymakers with pension 
entitlements greater than $27,000 yearly. This exemption 
grew out of concerns voiced by spokespersons for the 
business community. While the private sector registered 
strong reservations about the potential effects of the ADEA 
amendments * generally , particularly dire consequences were 
predicted should employees not' be permitted to force 
executives to retire at age* 65. To allay these fears, the - 
Senate Human Resources Committee voted to exempt certain 
highly compensated executives from the ADEA. 

The executive exemption was hotly debated on the Senate 
floor. The pros and cons surrounding retention of the 
executive exemptidh in the bill are reconstructed below: 

Removing >Less Productive Personnel: 



Pro: 

The exemption is needed to 
prevent executive suites 
from being cluttered with 
unproductive and incom- 
petent personnel. 



Con: 

The exemption is unnecessary. 
The Act permits the removal of 
non-productive employees. Com- 
petency, not age, should deter- 
mine Job performance capability 
regardless .of the category of work 
involved. 
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Removing Less Productive Personnels (continued) 
Pro: ** Con: 



It is very difficult to 
evaluate the performance 
of a top executive com- 
pared to other workers. 
The exemption spares 
employers the burden of 
making competency evalua- 
tions. Since objective 
performance criteria 
are almost impossible to 
establish for this group, 
it is customary to permit 
unproductive older execu- 
tives to remain until age 
65* If executives could 
not be retired until age 
70, the energy, vigor, 
ingenuity and freshness or 
American business would 
be sapped, since most 
people start flagging at 
age 65 if not before . 

The exemption saves face 
for executives coasting 
into retirement, sparing 
them the embarassment and 
stigma of a competency- 
base forced retirement*. 

Mandatory retirement is a 
fair, uniform retirement ' 
policy* The exemption 
would provide much needed 
flexibility to business. 
Since nothing in the ex- 
emption requires that * 
executives be retired at 
age 65, those performing 
extraordinarily valuable 
service would most likely 
remain on the job. 



While the 'practice of permitting 
unproductive executives to coast 
into retirement might be aggra- 
vated by extending the Act's 
coverage to age 70, it is the 
practice itself which requires 
examination. Traditional staf- 
fing policies should not be used 
as an excuse. Employers must 
make the tough decisions on com- 
petency they want to avoid. The 
exemption is merely a conven- 
ience for those unwilling to 
face the shortcomings of their, 
own ingrained practices. It has 
nothing to do with the" ability 
to perform. 



Ii is not fair to save the face 
of the few incompetents who 
might wish to remain beyond age 
65 at the expanse of the many 
performing satisfactorily. 



No evidence has been provided 
tfcat age is a bona fide indica- 
tor of job performance for high- 
level executives. Since the 
Act provides an exception where 
age is actually a factor in an 
individual's ability to perform 
a]. job, the exemption is 
unnecessary . 



ERIC 



222 



218 



Promotional Opportunities 



Pro: 



/ 



An automatic retirement 
, age of 65 for top-level 
management personnel Is 
recognized and widely used 
as an effective and proven 
way to achieve the regular 
and predictable turnover 
on which corporations de- 
pend to assure constant 
replenishment of new ideas 
and perspectives at the 
top-most decision-making 
levels. Without the " 
ability to force the re- 
tirement of executives at 
age 65, employers could 
not assure executive level 
promotional opportunities 
for younger workers. 

A logjam in executive re- 
tirements would cause good, 

^talented people to leave 
in the absence of pro- 
motional* opportunities. 

Jlpward mobility of women 
and minority group members 
moving through middle 
management will be stalled, 
unless there are top spots' 
and ancillary promotions 
available to them. 



The exemption provides a 
real benefit to business 
while applying to a very 
small group who will 
suffer no real economic 
hardship* 



Con: 

Compulsory retirement is not 
necessary to keep lines of pro- 
gression open. Corporations 
have successfully used other 
management techniques Such as 
limiting years of service in a 
position, increasing pension 
benefits for early retirees, 
and counseling employees to 
achieve desired levels of 
turnover. Executives are no 
more likely to stay piat age 
65 than other workers. 



The argument that younger 
workers' ambitions should be a 
factor may be unlawful. A federal 
court specifically rejected as 
illegal the argument that per- 
sonnel practices affecting 
older workers could be based on a 
policy of enhancing the status 
of younger ones. The exemption 
is discriminatory, arbirtrary and 
unjust. It sets the bad precedent 
of a categorical exemption to a 
civil rights law. It amounts to 
class discrimination against 
persons with pensions above an 
arbitrary level. 

The problems raised with execu- 
tives' remaining in -their jobs 
exist in other occupations as 
well. Why should arguments un- 
successfully made against rais- 
ing the age cap in the Act for 
other workers result in an 
exemption for executivSs^ 
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In t£e ft House-Senate conference, agreement was reached on a 
modified version of the executive exemption. In response 
to concern that low-level managers, supervisors, or blue . 
collar workers could be mandatorily retired at age 65 under 
the Senate amendment* the minimum retirement income was 
raided to an unindexed $27,000 per year, and the exempt 
group was* more explicitly defined a3 "bona fide executives" 
or occupants of "high policymaking position's" for at least 
two years before he/she may be considered exempt, was added 
to prevent employers from using executives' promotions to 
circumvent the law. 

The elimination of cost-of-living adjustments to the retire- 
ment income floor is somewhat problematic in light of 
evidence that considerable effort was expended to define 
the exempt population precisely and narrowly. Increasing 
salaries and related retirement incomes could greatly 
expand the exempt population over time which might alter 
the original intent of the provision. 

B. Industry Studies of Employer Response to Exemptions 

Sooti after the 1978 Amendments became law in April 1978, 
T he Conference Board elicited comments from its four 
personnel management council members on the expected impact 
and. Industry— response— to-the la w . I n -thetr-report, the 
executive exemption was mentioned only once. Many of their 
respondents w*re reported as considering the executive 
exemption to be "a key factor in* keeping promotion lines % ' 
open." A possible bonus was also foreseen in a ripple-down . 
effect^ where second-level managers near age 65 and 
reluctant to adjust to new bosfeess would also plan for 
retirement at or before age 65, since their bosses must 
retire 'by then. The Conference Btfard study made no attempt 
to ascertain how widely the^xemption might be used. 



In November-December 1979, Hewitt Associates surveyed 900 
members of its Compensation Exchange. The published , 
results (Hewitt Associates, 198O) revealed that, of the 575 
companies responding, 26 percent were using the executive 
exemption, 55 percent were not using it,vand 19 percent 
were undecided. Their data (Table 1) also show that, among 
manufacturing companies, use of the exemption is signifi- 
cantly related to corporation size, with large corporations* 
more likely to compel executive retirement at age 65^(44 
.percent) than' small ones (9 percent). Conversely, smai^ 
companies were more likely than lacge companies to not use 
the exemption (79 vs. 39 percent).? The Hewitt report 
speculated that the lower incidence of use of the exemption 
among smaller companies and the degree of uncertainty may 
change as corporations have more time to evaluate their 
positions. 
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Put xv 



Table Ir Dst of tht Exscutivs Extsptloa Ondsr ADSA 
In th» Hsvitt Study 



IH« IxMSttoa 



Do*' t U&« j 



t.K 



fl 

7S.« 



12 



100.01 



i (I mUUon) 



51.25 



100.01 



(2 

44.* 



S4 



24 

17.15 



140 
400.01 



"JET" 



AIL 



NANUFACmiNB HAWFACTURIN6 SURVEY 
COMPANIES COgWjj COgAJIItS 



*3 

29.0S 



212 
57.05 



«7 

lt.QX 



372 

100.0S 



107 
W.7X 



40 

11.71 



**03 
100.0S 



55 « \ 141 
27.55 \ 25.! 



J1I 

55. St 



107 
11.55 



575 
100.05 



Source: Flcvitt, "Hot Topics ia Enployo* Benefits," January 1969. 
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C Summary Analysis of Department of Labor Data 

Case studies of 50 firms were conducted in order to analyze 
firms 1 use of the executive exemption. Related question's 
were asked of these firms in questionnaires administered to 
personnel departments and pension' plan sponsors for* a 
larger sample of firms, A summary analysis of the case 
studies and the data from the larger sample is presented 
here, * , 

In the larger s ample ofr nearly 3,000 firms, 20 percent were 
using the executive exemption or planned to use it within a 
year, sixty percent were not using it and did not plan to 
* use it. The remaining firms were undecided regarding 
future plans. Large firms and manufacturing firms were 
more likely than others to use the exemption, ' * 

The ? 5p case studies revealed that firms using thte exemption 
gave as their reasons, assurance of promotional 
opportunities Jabout half cited this reason) and cost 
savings (cited by a fourth of these Virms), Primary 
reasons for not using the exemption were that:- existing 
retirement incentives resulted in early retirement; no 
eligible executives were near age 65 j and the exemption 
_a ff ected _so_XexjLe.Qple it waa not worth the administrative— 
burden. 

The net result of the exemption— thus far appears to be 

that, for those Tiase ^trady~rmi3~ that haVe a mandatory ~~ 

retirement policy, the possibility of keeping the age below 
70 for some employees was ah attractive one selected by HH 
percent of such f*rms. These firms are those most able to 
adopt complex personnel policies (the large firms)' and 
thcfse with an older workforce and less growth in positions 
(the manufacturing firms). On the other hand, of the firms 
not applying mandatory retirement to its general employees, 
very few (8 percent) chose to retire executives before age 



!• The Case Study Analysis 

A surprising finding from the case study analysis is that, 
two years after passage of the ADEA amendments, about half 
of the 50 firms in the case studies were either uncertain 
N^f the implications of the executive exemption, ill-informed 
*°*v* ts specifics, undecided whether to use it, or in the 
process of deciding. Many respondents were largely 
ignorant of the exemption and its implications and, con- 
sequently, gave confusing and sometimes contradictory 
answers to questions. The problems of how the exemption 
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would be applied and the covered group defined had been 
addressed and resolved by ' relatively few firms, mainly 
' those with very large labor forces (more than 40,000 
workers). 

Firms undecided about the exemption appeared to take one of 
vtwo approaches while their policy is being developed: * 

(1) the pripr mandatory retirement age of 65 was continued 
-for executives without formal adoption of "the 'exemption; or 

(2) the age was officially raised to 70 for the eligible 
executives. ~ '"^v 

Due to the confusion, the prop&HMon of firms officially 
adopting the exemption could not fce pinpointed, but it is 
^probably about 40 percent of the 50vfirm sample. The very 
^arge firms (those employing i|0,000\>r more) and the manu- 
facturing firms were more likely to flse the exemption than 
the\smaller firms or the non-manufacturing firms. 

i When! firms using the exemption were asked what factors 
promoted its use, nearly half cited assuring* promotional 
opportunities, and one quarter mentioned cost savings. 

„Firms also wished to use the exemption as a way to remove 
selected executives or simply to continue traditional 
retirement policy. 

The majority of t'he firms did not use the exemption at the 
time of the study, and they gave • predominantly pragmatic 
reasons for this decision: existing retirement incentives 
were producing satisfactory, results; no eligible executives 
were near age 65; the exemption would affect too few people 
to justify'the administrative burden. Fewer than one-Jthird 
of these firms cited a corporate philosophy of permitting 
or encouraging wojk past age 65 or the need to maintain • 
equitable treatment of all employees as reasons for not 
adopting the exemption. 

For most of the case study firms not now-using the 
exemption, executive retirement age had not become a matter 
of importance, but should promotion lines became blocked, 
upper levels stagnate, or executive retirement decisions / 
run counter to the firm'jj wishes, the exemption would be / 
used by most firms that now find it unnecessary. Fewer 
than 30 percent of the 5Q case study firms had madeTa — 
definite decision against use of the exemption ^ 

It appears that the executive exemption is not an issue in 
many case study firms because their executives currently 
retire age 65. Retirement by age 65 is nearly as firmly*' 
entrenched among non-exemption firms as among firms* using 
the exemption. It appears that ^between 70 and 80 percent 
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of the eligible executives in the case study sample firms 
were exempt. * These estimates are very sensitive to the 
sample characteristics, however, if one *extreaeiy large 
firm using the exemption is removed, the proportion of 
eligible executives that was exempt. drops below 65 percent. 

Regardless of what the precise figures may be, the fact 1 
remains that the majority of- executives Working for larg 
firms with a mandatory retirement policy are subject to/a 
mandatory retirement age of 65, and more executives are/ 
likely to Join their ranks ift the law remains unchange 
If executives from firms indicating that the exemption ' 
could possibly be used in the future are added to those 
already subject to the exemption, as many as 85 percent of 
these executives wojjld be forced to retire at a$e 65 . 

Although the failure to index the $27,00Q pension limit was 
expected to contribute to any increase in" the number of 
executives eligible for the exemption, the case study firms 
do not expect the increase to be substantial over the next 
, two to five years. The case study firms using the 
exemption >expect a total, of 87 more exempt executives by 
1985, an increase of only 3 percent. Onltf one of these v \ 
firms gave the uninaexed dollar limit as 'the only reason ' 
for the expected increase; increasing numbers of executive 
positions was' an equally important factor* in this 
projection. 

2. • Analysis of the Larger Sample 

The results of the analysis of responses to the personnel 
items administered to the larger sample of firms presented 
in Table. 2 are in general, consistent with Hewitt's 
findings and the "case stmdy analysis. Twenty percent of 
the nearly 3,000 responding firms in the sample were using 
the exemption* or planned to apply it* within a, year, 60 
percent were not usfng it and had no plans to use it, and 
19 percent were undecided, " Large firms (".those employing 
6,000 or more workers) and manufacturing t firms were more 
likely to uSe the exemption than smaller non-manufacturing 
firms. The somewhat lower incidence of use found, in the* 
DOL sample is likely to be due to the' inclusion of more 
non- manufacturing firms than Hewitt's sample, and more 
small firms than the case study sample. 

Evidence of the confusion found in the case study analysis 
was also ^present in the larger sample. 1 Four percent of the 
firms not using the exemptions nonetheless required their 
executives to retire at an age below 70 years as did 15 
percent of undecided firms. % 
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When the firins 1 "mandatory retirement policies for 
executives and other occupation groups were compared, Table 
3 shows that executives are slightly less likely to be 
subject to mandatory -retirement than other occupation 
groups. Nearly 30 percent of the firms having a mandatory 
retirement age for other employees had none for their 
executives* Only 11 percent of the firms had a mandatory 
retirement age for executives but none^for other 
employees. However, when firms did require their 
executives to retire at some age, that age was roost often 
below/70 years. > 

Since large firms were more likely to avail themselves of 
the exemption, most eligible executives in the sample firms 
were already exempt from the 197b ADEA Amendments, Seventy- 
five percent of the 75,556 executives were either already 
subject to the exemption or would bV within a year, a 
finding which supports the case study results. 

The findings from the larger sample also> confirm that 
employers do not expect a significant increase in the 
number of executives eligible for exemption. Responding 
firms expect that an additional 2,310 e'fcecutives will meet 
the exemption criteria in five years, increase of o nl y 3 
percent. 
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Comparison of Firms* Executive Msndstory Retirement 
Policy to that for Other Occupations 
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PART V. 



EFFECTS OF THE TENURED FACULTY EXEMPTION 
IN THE 1978 ADEA AMENDMENTS % 
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Summary 

This section of the report examines the impact on higher 
education of the expiration of the exemption for tenured 
college faculty members from the mandatory retirement age 
•provisions of the 1978 Amendments to the Age Discrimination in 
Employment Act of 1967 (Pvfc< 95-256). ^ | 

The major questions given attention in this study are: (1) 
What are the origins and impact of longstanding mandatory 
retirement age policies in higher education? (2) What are the 
attitudes of faculty members and administrators to retirement 
and to alternative policies with respect to the age of 
mandatory retirement (including the current exemption and its 
expiration)? (3) What are the likely direct (first-round) 
effects of different policies on mandatory retirement age c 
(including the exemption and the expiratitinfc? *»and (4) What are 
the likely adaptations by the higher educ4ti|>n sector to the 
direct effects of these policy changes? j 

In attempting to answer these questions, several approaches are 
followed t fncluding examining existing knowledge and 'data, the 
results of two specially designed surveys developed for tJhis 
study, several models of institutional and faculty behavior, 
and simulations of effects over the next several decades of 
continuing the exemption versus allowing it to expire in 1982. 

« 

i« Problems and Prospects Facing Higher Education 

The impact' of a mandatory retirement age change will depend 
in part on the adjustments made by institutions and their 
faculty members to other problems facing higher education 
during the next -decade. Thus, it is important that these 
other issues are understood and considered when the likely 
effects of a change in the mandatory retirement age are 
•Xami ned • 

a. Emerging Problems in the 1980s 

(i) Enrollment Changes in the 1980s. *The / 
projections for the 1900s give a mixed picture, witfti 
some experts predicting declines in enrollments while 
others foresee increases. Much of the variation 
hinge* on the growth of what are called 
non-traditional students, since the potential for 
enrollment growth from the traditional college age 
-population is limited because of declines in birth 
during the "late 1960s and the 1970s. The rising 
demand foi*~higher education by persons beyond the age 
.of typical college students^ and for continuing 
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• education and training could, if strong enough, offset ♦ 
the drop in demand from the college age population* 
The net result 4 is not yet clear, however, and this 
accounts for the great uncertainty about the impact of 
enrollment changes on the^ demand for faculty members 
in the 19&0s. ( 

The import^of prospective enrollment declines should 
be clear* In an era of growth it will be easier to 
accomodate the expiration of the mandatory retirement 
age exemption because institutions might not need to 
significantly reduce their rate of hiring of new young 
faculty members. If no enrollment growth is likely, 
this will force more suostantial reductions in new 
hires until a new stable pattern of^retirements 
emerges in response to the demise of the exemption* . 
If enrollments actually decline significantly, layoffs 
of already^employed faculty may be required to 
accomodate these delines. Whatever happens, certain 
types of institutions, namely the four-year liberal 
arts colleges, will continue to be heavily dependent 
on the traditional college. student population for fc 
their' enrollments. Hence, they are most likely to be 
adversely affected. 

(2) Aging* of Faculty Members . The aging of faculty 
members is almost inevitable, given the extensive 
hiring of new faculty members to staff the enormous 
expansipn of higher education in* the 1960s, the slower 
growth of the early 1970s, and the minimal growth 
• projected for the 1980s. The impact of this aging is 
less clear. Without doubt, if the exemption is 
allowed to lapse and the mandatory 3 retirement age 
rises in affected institutions from 65 to 70, over 
time an increasingly ^arger proportion of faculty' 
members will have the opportunity to continue teaching 
past 65. 

(33. ^ Financial Constraints . The tightened financial 
•situation for higher eduoation--both for private 
institutions dependent on private donations and endow- 
ments and for the larger public sector directly 
affected by tax changes and spending cuts — will reduce 
its ability to adapt tQ changes of any kind, including 
changes in the age of mandatory retirement. Given 
that professors nearing retirement are generally paid 
» about J;wice the salaries of newly entering faculty ' 
i* members, the depision of any substantial number of 
faculty* members to continue teaching until age 70 will 
raise the costs of total compensation. Efforts to 
stimulate the early retirement of faculty members will 
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be made more difficult, because of the inability of 
institutions to find, resources to provide early ' 
retirement inducements. 

The Impact of inflation . The inflation rate is 
almost certain to affect faculty decisions about 
retirement because the real salaries of faculty 
members have declined by 15-20 percent over the past 
decade. 

Health and Expected Retired Life of Faculty Members 

Faculty, are a longer-lived and healthier group than is 
the general population. The, self-reported health 
status of faculty members is better" than is indicated 
by responses to survey health questions on surveys of 
the general population. The death rates .and expecta- 
tion of life of older faculty members ane considerably 
lower and higher, respectively, ttfeft for the general 
population. From age 60 onwards the death rates are 
only about half as high as for thd general population; 
the expectation of life is from 25 to 40 percent 
longer. Thus, faculty members ar3 much more able to 
continue working beyond age 6^ th^n is the case for 
other workers. 



Trends Toward Earlier Retirement fry Faculty Members 

Despite forces that woulchseem to clause faculty 
members to delay retirement, there lis evidence that 
faculty members are retiring at progressively' earlier 
ages. To the extent that faculty mSmbe^s have been . 
retiring earlier, this may be due to\increased pension 
benefits as well as the- trend toward tearlier 
retirement in the* rest of the jfbpulatJpn. Whether the 
effects of inflation and smaller Social Security 
increases in the future will reverse thfe effect of 
past increases ,in pension benefits is ad important 
question on which evidence should begin to emerge very 
shortly. 

Major Ass umptions About the Impact of Li'ftin L the MRA 
Exemption . * * 

(D- Impact of Continuance of Faculty to Later' 
Retirement Age [ 

, a). Compensation costs of colleges will rise. 

t>) Colleges and universities will tfe more 

limited in their ability to hire new faculty 
members. 
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c) - Greater difficulties will be encountered in 
, meeting the goa*ls -of affirmative action. 

d) Tenure granting policies and tenu*re itself 
will come under closer scrutiny.. ' * 

e) Pressures will mount to find ways of dealing 
with faculty members whose performance is 

- . impaired by age. $ 

* f) Efforts will -intensify to devise programs to 
stimulate *the earlier retirement of faculty 
members. 

(2) Duration of Impact 

a) o The duration -of the impact of a change in 
HRA will be fairly short lived. 

(3) , Distribution of Impact 

a) The distr ibut-ion of the impact will vary I 
? among different kinds of colleges and * 

universities depending on differences in. age 
structure and current mandatory retirement 
*^age. : 

b) Whatever the age structure, small colleges 
will tface a more difficult adjustment to a 

^change irf mandatory retirement age. 

c) The effect wtll differ for different faculty 
groups, based" on such characteristics as 
sex, productivity, and institutional 
location Ay r x r 

J% f ' 

Background i?§ k . 

— — ,& ' ' i 

This section describes the evolution of mandatary 
retirement and tenorfe practices in higher e&uc.dtlont An 
understanding of the^ rationale and variation among 
institutions is necessary in evaluating the impact on 
higher education qre change in the minimum allowed age of 
mandatory retirement. * & I 

a* Evolution of ^Mandatory Retirement Hthd Pension 
Practice's T 7 ~" J 

the evolution of mandatory retirement- in higher education 
is closely connected to, the hi story; ^O'f ^pension plans. Our 
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discussion focuses on the evolution of state public 
retirement and TIAA-CREF plans' that cover over 90 percent 
of all faculty in the national faculty survey*. 

The development of perfiiTons and associated mandatory 
retirement age policies in higher education reflects the 
public-private divisUon of this sector- Public 
institutions covered by state pension plans have 
historically had a later mandatory retirement age than have 

Kl?m iM S ? l "'^ ThiS division conditioned the 
inability ofNjiigher education to agree on a united policy 
in reacting to the 1978 ADEA amendments. This' division has 
v also meant .that an important group of institutions has 
adhered more closely to state public policies than to 
guidelines of the American Association of University 
Frofessors on mandatory retirement age. However a J - 
f™P°"J « lim * M "™ ° f mandat °ry retirement age may result 
in a different response. While State and private \ 
institutions have not agreed to a specific mandatory 

I!ni^ ent an ? extension Policies, most institutions' nave a 
mandatory retirement age. * | " 7 * 

°* The Meani ng and Evolution 'of Academic Tenure 

of%^d^?r? nt ^?r a ? ademi0 tenure based on the desire. • 
?L£i?2 institutions to protect the academic freedom of 
SS? members > their ability in their teaching* 

?obs m^° n ^ VerS . ia \ iSSue ! wi *% ut fear of losing their 
jobs. Thus, the costs imposed on h%her, education by 
tenure rules have been accepted as n&essary to achieve 
another outcome, namely academic freedMK 
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Changes in State Legis lation Since W Passag e of th» 



Changes since 1978 in State legislation covering mandatory 
retirement age are detailed.- Most changes^ h|ve xaisecL the 
State minimum mandatory-retTreWn^agi to" conform with the 
, federal law, with many States including a faculty 
exemption. Unless States move to amend their laws further, 

^LH? P J ra ? i0n i? the ADEA faculfc y ekemption willhave an 
immediate impact on the legality of mandatory retirement 
provisions within the great majority of states. InXall but 
a few States, Pederal law must be considered the bindina 
constraint on an institition's ability. to adjust theii 
mandatory retirement age policies. 
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Attitudes of Administrators and Faculty Members 



Information on the attitudes of administrators and faculty 
members toward the exemption is rather limited. A 1979 
study by the American Council on Education indicated strong 
opposition to uncapping the age of mandatory retirement as 
well as considerable concern about shifting to age 70 after 
expiration of the exemption for tenured faculty members. 
Half the institutions said they planned to make use "of the 
exemption; most of the remainder coula not do so because 
they already operated) with a mandatory retirement age of 
70* Two-thirds of the institutions indicated they would 
TaVor malting the exemption a permanent one, with the 
strongest support for this position coming from the private 
institutions. Tenured faculty members age 50 and above, as 
shown by our survey; were strong in their opposition to 
continuation of the exemption with 70 percent favoring the« 
lapse of the exemption, A somewhat smaller majority of 60 
percent favored complete uncapping of the age of mandatory 
Retirement, Whether younger faculty members would agree 
with these sentiments is not known. 

Results From Institutional Survey 

a. Definition of Retirement ' ' N 

We -define retirement 'as that age at which a person shifts 
from a regular job at a particular institution. In looking 
at retirement policies, normal, early, mandatory and 
compulsory retirement age are examined, / 

b. The Institutional Setting ^ 

(1> -Tenure, Although the definition of tenure 
remains to >be clearly defined by federal regulations 
covering the ADEA amendments, limiting the exemption 
to institutions with well-defined tenure systems would 
.* not exclude a large number of institutions. In our 9 
sample almost 92 percent of currently employed 
full-time faculty members aged 45 and above are 
employed in schools with tenure systems. Two-year 
institutions are least likely to have tenure systems, 

r (2) Mandatory Retirement , We examined mandatory 
retirement ages at our responding institutions both 
prior to * the passage of the 1976 ADEA and at the tjme 
of our survey (1980), t 
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a) J Mandatory Retirement Provisions Prio r to ADEA 
Amendments. Prior to the 197b ADEA Amendments 79 
percent of responding institutions had some age of 
mandatdry retirement. Almost 70 percent of these > 
institutions set this age at 65* and 19 percent had a 
mandatory retirement age of 70 or over. Another 6 • 
percent had an age, of 66-69 and 5 percent did not 
specify their mandatory retirement age. The 
public-private division is clear with only 41 percent 
of public universities setting an age of 65 compared 
to 70 percent of private universities. At that time, 
about half of all full-time faculty members ^were 

age of 6 65 in institutions with a mandatory retirement 

b) Changes Prompted bv A DEA AmendA^ts \ Almost 30- 
percent or responding institutions have made some 

.? VSSft in 2& eir mandatorv retirement age si rice January 
i, 1970. These^ changes took place^lace primarily 
among public institutions. Thirtyleight percent made 
some change as contrasted to only 18 percent of 
private institutions. Only 27 percent of all private 
institution^ with a mandatory jetirement age below 70 
made' changes as contrasted & 55 percent of similar 
public institutions. ~-\ ' \ 



c) , Mandatory Retiremen t ProvsJLons in 1980 . As a 
result of these changes only 36 percent of public 
institutions had a mandatory retirement age of 65 at 
the time of the survey compared to 61 percent" prior to 
Jjji**- The percentages for the private sector are 57 
nd 7* percent, respectively. Atithe time of the « 
survey one-third of all full-time *f acuity members were 
employed in institutions with a mandatory retirement 
age of 65. Half were covered by age 70 mandatory 
retirement age while 13 percent were not subject to 
mandatory retirement. The percent subject to a 
mandatory retirement age below age 70 had fallen from 
09 to 35 percent since the passage of the ADEA 
Amendments.. While the percentage of faculty not 
subject to a mandatory retirement age has doubled, 
only a small fraction (13 percent) remain in 
institutions without mandatory retirement provisions.^ 

Thus, although the expiration of fche exemption matffle 
important** for particular types ©^Institutions, iK/ 
will affect only abofct a third oM$l full-time 
faculty members. However, raising^Sie age of ' '* 
mandatory retirement above 70 or its elimination 
altogether will force an alteration in policies 
covering most of higher education— 87 percent of 
facuO^members and 76 percent of institutions. 
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.(3) Compulsory versus Mandatory Retirement ." Most 
institutions allow extensions of employment .beyond the 
stated mandatory retirement age at the discretion of 
the administration. While not granted to all faculty 
members, such .extensions provide flexibility to 
faculty members and their institutions. Only 4 
percent of all institutions report that retirement is 
compulsory at age 65* Of the 3 1 * percent' of 

- institutions with a mandatory retirement age of 65, 
less than 10 percent also have compulsory retirement 

.at that age. 

(JO Age Distribution of Faculty . Most striking is 
the broad similarity in the age distribution of 
faculty age 45 and over across different types of 
institutions. Within each type, however, there is 
some variation in the percentage of faculty within 
five years of normal retirement age. Thus, while no 
particular type of institution is uniformly confronted 
by a particularly old or young facul.ty, a few 
* institutions within each group will be facea with the 
possibility of adjusting to the changed retirement 
plans of a large proportion of their faculty 
members— tWose now approaching normal retirement age. 
Thus, targeting policy on a particular type of 
education^yr institution defined by size, control or 
type, will not alleviate the difficulties faced by 
those institutions with an older age structure. 

(5) Projected Student Enrollments . Over the next 
few years, institutions in our sample predict neither 
sharp declines or sharp increases in student 
enrollments. The fact that* private universities are 
most pessimistic in their enrollment projections may . 
be important in predicting their responses to proposed, 
changes in mandatory retirement age legislation. . 

Retirement^ Benefits and Their Impact, on Retirement 

(10 \ [eneral Characteristics '., Almost 9-5 percent of 
full-c&me faculty members are employed in institutions 
with either a TIAA~CKEF or State plan. For this 
reason the focus is on these two types of plans. 

(2) Annuity Value of Pension Benefits . We calculate 
, benefits from each type of plan based on a standard 
earnings history for full-professors who started work 
at age 32. There is a considerable variation across 
State plans in the benefit for which such a person 
would be eligible; at age 65, with a mean value of 
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>18,824. An additional year of work would increase 
this annual benefit by an average of 11 percent. 
However, an additional year of work would mean a 
decline in the present value of expected future 
?!! ne :JH (disc0 «nted at 10S) by 2 percent. Despite 
tne v different method of calculating TIAA benefits, the 
means and changes in annuity values are remarkably 
similar for a person with this standard earnings 
history working in a TIAA subscribing^ institution. 

" "* ( 3) Inflation and Retirement Benefits , The effect of 
pre- and post-retirement inflation on the real value 
of retirement benefits is discussed. Many State plans 
allow some kind of post-retirement benefit adjustments 
although the maximum adjustments of between two to 
five percentages points- are far below current 
inflation rates. The advantages of • continued work as 
a hedge against inflation are discussed, With examples 
given. Later retirement-shortens the period over 
which retirement benefits are received, reduces the 
f 5 #?f real declines » and increases the initial 
behefit amount. Compounded, post-retirement inflation 
adjustments reduce the real loss in benefits of early 
retirement. Without such adjustments, pro spective 
retirees can a nticipate significant gains in raTT 
benefits if retirement is delayed" 

d » Barly Retirement Incentives 

Few institutions responding to our survey offer early 

- !i!fi rem ? nt inCen * ive i* in l»»P-»u» form or which are not 

i ntegrai-par ta of tritt tr p r esent retirement plan. A large 

percentage indicate that they have an early retirement 
program that is par* t of the pension plan, although upon 
closer examination most proved to be optional tax deferred 
_ annuities. We oonclude that few institutions offer 
programs targeted specifically on early retirees. Tax 
deferred annuities may be seen as early' retirement 
incentives because administrators are aware o'f the 
importance of benefit amounts in determining retirement 
on early retirees SU ° h anm * itijBff are not* uniquely targeted 

Reductions in workload prior to normal retirement are 
offered by a large percentage of institutions, although 

• those with an age 7<> -mandatory retirement age are^more 

ii * , those witn a 65 "andatory retirement age to 
y %J*° rk r eduoed hours. This suggests that 
institutions with a hifeher mandatory retirement age have 
adapted in part by offering *he reduced work load option. 
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e. The Effect of a Mandatory Retirement Age on/£he 
Probability of Retiring — =— 

We examine for each institution the probability of a cohort 
of faculty aged 60 re'tiring prior to reaching their 66th 
birthday. The sample was reduced because some institutions 
' were unable to report data on faculty age or reported no-- 
faculty members in the relevant age groups. Moreover, the 
data are for only one year and sriTmay not represent long 
term trends. 

Retirement probabilities do not differ using the 1980 
mandatory retirement age in the public sector, but they do 
differ in the private group. However., if the pre-1978 

, mandatory retirement age is considerili, probabilities of 
retirement are 10 percentage points nrgher with a 65 
mandatory retirement age than with atl^older mandatory 
retirement age in both public and private institutions . 
There is no correlation between probability cf retiring and 

*a current mandatory retirement age of 5b . However, the 
correlation between the probability of retiring and a 
variable which attempts to capture the relationship between 
a mandatory retirement age ^nd employment extension 
policies Is significant. . * 

Consistent with the findings of other studies, we found 



that the change in present value or the change in annual 



annuity amount (highly ^correlated variables whose *5eparaie 



effects cannot be distinguished) ha$i a^sl'gnlflcant effect 
while the absolute values of these variables did not . 

Two alterations I n the -regress ion, however, casts sbme f 

doubt oh the conclusion that the mandatory retirement "age 

is not important. When Interaction Serms that capture the 

interaction "between~mandatory retirement age and extension 

poflcles are included, the simple mandatory retirement age 

variable as well as the ' interaction^ terms seem to have a 

significant influence. This indicates* that a variable for 

the formal mandatory retirement age alone does not capture 

the effect on retirement . of policies that limit the ability 

of workers to continjie work. • 

* * w % t . 

We substituted for^he/current mandatory retirement age the t 

institution 's mandatory retirement age«pr,ior to 1978. This 

variable has a significant and^> positive eVfect on* 

retirement probabili tie%. 7 (Perspns 0 i'acing an age .65 * > 

mandatory retirement limit were more likely to leave '^=— • 

employment fhan, ghose n^ojt f acing^Jii&ieonstraihjt) . We 

conclude that re^ir^meiJC plans^were d$de by, faculty members « ' 

retiring in 1979^fea;aed"on the mandatory retirement age in 

effect at the time these plains were *f 1 nalized . A change in 
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mandatory retirement just prior to their expected 
retirement date failed to change the plans of most faculty 
members. Thus, while the current often higher mandatory 
retirem ent age has little enect. the presence of a '^%1 
mandatory retirement age was a significant factoFTn the^ 



current mandat ory retirement age will affect the retire ment 
Plans oi^ facul ty- members now making retirement p rep arations . 

In ^conclusion, our findings ..suggest that mandatory 

retirement policies limiting the ability of faculty members 
to continue working past some age and directly influences* 
retirement plans. 

**• Preliminary Faculty Survey Results 

a » Attitudes Toward the Exemption and to Manda tory 

Retirement Age ' * *■ i 

The attitudes of faculty members, referred to earlier, are 
of key importance in making tany .decision about continuing 
the present exemption for tenured faculty members to the 
minimum mandatory retirement age of 70, Accordingly, we 
attempted to ascertain the extent to which faculty members 
favor continuation of the age 65 exemption. Overall, 70 
percent o f all faculty respondents indicated that 'the v — 

"oppose" or "strongly oppose" continuation of the 

exemption, The responses did not* differ substantially by 
type (two-year, four-year, university) or control (private, 
public) of institution. ^, ' 

We also asked faculty about their attitudes toward removing 
a altogether the minimum mandatory retirement age. For the 
entire sa mple, 60 percent of all respondents "favopr'or — 

"strongly favor" complete elimination of mandatory 

retiremen t/ ages for faculty members . Faculty members at 
^^wo-y ear- institutions were most supportive of* uncapping; 
faculty members at universities wer«e least*supportive of 
eliminating the mandatory retirement age. • 

In contrast we find that about one fifth of all faculty 
members "favor" or "strongly favor" continuation of the age"; 
sixty-five exemption, but there is no evidence of 
differences among faculty members at different types of 
institutions. With respect to elimination of the mandatory 
retirement age, we find that almost a quarter of all 



faculty members opp.oae.. this change, with faculty members 
from universities registering the strongest opposition. 
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b . Expected Age of Retirement 

About 90 percent of all respondents provided an expected 
age of retirement.^ Ten percent have no idea as to when 
they will retire and 5 percent say they will never retire . 
Only two percent expect to retire before age 60, 2k percent 
plan to leave by age 62, and another 5 percent expect to 
retire before age 65. Then there is a big increase, with 
the 26 percent, expecting to retire at age 65, 5 percent in 
the next two years, and another 35 percent from age 68-70. 
About three percent plan to retire after age 71. The 
several critical ages come at 62 when eligibility for <> 
Sscial SecurtLy__f irst occurs, at 65 which is the normal age 
of retirement, and at age 70 which is the present mandatory 
retirement age for many faculty members. 

c . Changes in the Expected Age of Retirement 

Almost 30 percent of the respondents indicated that they 
had changed their expected age of retirement over the past 
several years. Of this total 66 percent delayed their 
retirement age, 29 percent accelerated their expected 
retirement age, and 5 percent changed it only marginally. 
Among those who now expect to retire at ages 66-67 ■ for 
example, mos-t of them pushed back their expected* age from 
65. This change may represent a response to the shift in 
the age of mandatory retirement. Among those now expecting 
to retire at age 65 t over half earlier planned to retire 
before age 65. Among those who now plan to retire at age 
68-70, two-thirds had earlier planned to retire at age 65. 

Based on these results it**is difficult to attribute to 
passage of the ADEA Amendments the changes in expected 
retirement ages. It is possible that- many people change 
their age of * retirement over any several year period; 
there is rib simple method for isolating the separate 
influence of the legal mandatory retirement age ct^nge. 

Likely Responses to Early Retirement Inducements 

The first question asked about the likelihood that faculty 
members would retire earlier if their pension benefits were 
not ^educed because they retire early. Typically , there, is 
some reduction in pension benefits for those, who retire 
beXore the normal retirement age, thereby acting as a 

disincentive to retire early. One quarter, of all 

respondents indicated they would certainly retire earlier 
if there were no/ penalty attached to^this choice. Another 
30 percent saidlthey would "possibly* retire earlier were 
there no penalties. Thus, almost 60 percent of. the , 
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respondents indicated that this kind of inducement could 
cause them to retire earlier. However, forty-two percent 
indicated they would not retire earlier even with such an 
inducement. With increasing age we observe a sharp decline 
in interest-. / 1 



The second question was whether individuals might retire 
earlier *if their pension benefits were adjusted upward for 
changes in the cost of living even though the recipient — 
would suffer from the reduction resulting from early 
retirement. Just over 20 percent of the respondents said 
they would retire earlier were such an option available to 
them. Over 3* percent said they might possibly accept this 
option ana the remainder were not interested or not sure. 
These results are quite similar to those for the previous 
question and suggest again that early retirement 
inducements could perhaps produce substantial responses on 
the part of faculty members. *~ 

Response to Inflation 

The extent of recent inflation and its devastating impact 
on people with fixed incomes prompted us to inquire how 
people thoijght they would react to different rates of 
inflation. At the time of pur survey the inflation rate 
hovered at the 12-15, percent rate, having risen 
progressively over the past decade. So we wanted to know 
whether ..higher rates of inflation would cause respondents 
to accelerate or delay their expected age of retirement. 

We first asked whether continuation of the current rate of 
12-15 percent would cause .them to delay retirement. 
One-third of the respondents indicated they "strongly 
agree" that they would delay retirement if these rates 
continued. Another one-third indicated they agreed with 
the statement. Only 15 percent voiced disagreement, while 
the remaining 21 percent indicated uncertainty. This 
distribution of responses suggests that there is 
substanti al uncertainty about inflation and what it w ill do 
to the well-being of faculty members^ 

We also asked whether a reduction in the inflation rate to 
the 7-10 percent range might cause people to retire 
earlier. Only 17 .percent of the respondents agreed £r 
strongly agreed with this statement. Fifty, percent 
disagreed and 32 percent were uncertain. In shorty 



reduction in the inflatio n ra te much below current ieVels s 
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seems unlikely to^proTOoe" miclwihange. 
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In summary, inflation has already affected the attitudes of 
faculty members about their expected age of retirement, A 
.majority, it appears, are likely to delay retirement so as 
to minimize the rate at which the real value of their 
-retiHf»ement^benV f - i t o w M ^r-dec-Htie? «c y - — 
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The call for this* study by-Scmgress reflected its difficulty 1 in 
reaching a judgment abdut the appropriate minimum age at which 
educational institutions, could uniformly require tenured 
faculty members tp retllre. A compromise was reached that 
provided a temporary four-year exemption for tenured faculty 
members during which titae-i-nst-itutiohs would be able to adjust 
their policies to the nfew legislation. Meanwhile, the^effects 
of a permanent mandatory retirement age change to age 70 or 
higher could be studied Iwith the conclusions reported in 
sufficient time for Congress to decide what action if any it 
should take. * 1 ^% 

The Major Questions 

The Congressional debate (on the legislation, and especially the 
singling out of f aculty members for this temporary ftygmptinn. 
raised a number of questions that guided the structuring of 
this study. Four major questions are given major attention^ , 



What are* the origins and impact of longstanding 
mandatory retirement age policies in higher educ 
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What are the attitudes of faculty members an-d 
administrators to retirement and to alternative * 
policies with respect to the age, of mandatory 
retirement? 

What are the likely direct (first-round) effects of 
• different policies on mandatory retirement age? 

What are the likely adaptations t>y the-taigher 
education" sector to the direct effects of these policy 
changes? 

• Approaching the Task 

Several approachea are .followed in attempting to answer these 
questions. First, we draw upon existing knowledge and data 
available In the general literature, special studies undertaken 
by higher education organizations, reports produced by 
individual educational institutions, and discussions with a 
variety of individuals in higher education. Second, we utilize 
the results of two specially designed* surveys to obtain 
information from matched national samples of colleges and 
universities and of faculty members. Third, we attempt to 
develop and test several models of institutional and faculty 
Behavior that highlight the- role of key variables influencing 
decisions about the retirement policies of institutions and the 
retirement plans of individual faculty members.* Fourth, we 
utilize these^ and other results to simulate the effects* over 
the ne^ct several decades of continuing the exemption versus 
allowing it to expire in* 1982.* Finally, we present the 
results of case studies for a iimited number of institutions, 
drawing on additional quantitative and qualitative information 
tha^ Illustrate the variety of experiences and adaptations 
among institutions and faculty members.* 

The Evolving Context of the. Study 

On-going research indicated that the* effects of a one-time 
change such as an upward shift of five years ,ln the minimum' 
retirement age, has an initial impact'whieh gradually subsides 
with time. In other words, the duration of any significant 
adjustment effeots is fairly short. Moreover, adaptations and 
at justments by professors and institutions will further reduce 
the strength and duration of these effects. Second, ^"became 
apparent that the proportion of all oottrege faculty members 
expected to be affected by the legislation waa less than had 4 
been thought. Not only was the mandatory retirement age 
already^ set at age 70 in many institutions but the exemption 

* To be included in final report 
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appears to have been interpreted as not applying to college 
faculty members working under a contracts system rather than 
under a tenure system. And finally, maoy States moved 
rapidlyto change the minimum age of mandatory retirement toage 
70 for all employees including tenured faculty members r^Since 
employees in these States cannot take advantage of the ^ 
exemption, the proportion of tenured faculty members who Jill 
be affected by the expiration of the ^exemption in 1982 has\ 
steadily declined. * # \ 

At the same time of assessing the impact of changes in the 
mandatory retirement age in the higher eoucation sector may be 
more difficult than undertaking a similar analysis for other 
sectors of the economy. Many forces afi'ect higher education, 
and uncertainties about, the direction ana strength of these 
forces jcreates major difficulties for the decade of the 1980s. 
Depending on the outcomes of these uncertain forces, their 
effects probably will swamp the impact of changes in the 
mandatory retirement age. Therefore, it is useful to describe 
the context within which the effects of this legislation will 
have to be observed during the 1980s. 



One of the most obvious uncertainties ^concerns future^ 
enrollment levels. The numerous projections of enrollments for 
the decade of the 1980s give a mixed picture, with some experts 
projecting declines of as high as 50 percent and others 
indicating the possibilities for continued increases despite 
the declining size of the' typical college-age group, age 
18-22. The impact of these differences on faculty hiring and 
faculty size are quite obvious — there will be fewer openings 
t for new faculty members, with the result that the faculties at 
most institutions will become older and the prospects for 
adjustments will be reduced. 

A second uncertainty concerns the financial situation of 
institutions of higher education in the 1980s, resulting from 
continuing tight budgets for public institutions, resistance to 
tuition- increases, and greater difficulties in obtaining gift 
income. This means that institutions will have less . 
flexibility in designing* programs to stimulate earlier 
retirement of faculty members. 

Still another and related uncertainty stems from sharp 
increases in some of the costs faced by higher education, among 
them energy costs, mandated increases in Social Security 
contributions," etc* The cumulative effects of these changes , 
will contribute to tjie financial crisis, making it more 
difficult to hire new faculty members, to retain older faculty 
members, and^ to finance programs to stimulate earlier^ 
retirement. * 
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Finally, the combination of deteriorating faculty salaries 
which fell by almost/20 percent in reafl terms during the 1970s 
and of continuing inflation, will cause some faculty members to 
defer retirement while inducing others to seek more 
remunerative employment in other sectors of the economy. The 
net effect of these two opposing forces is difficult to predict 
but in either case the effects on the future of h,igher 
education will be serious. 

These uncertainties create several difficulties in evaluation 
researoh of the kind we are doing. Most important, they make 
it difficult to pinpoint the impact of the change in the age of 
mandatory retirement because different combinations of these 
uncertainties will interact differently with the policy 
change. As a oonsequence, the projected effects of a change In 
the mandatory retirement age as reflected in simulations, 
depend critically on tone assumptions made about these 
uncertainties. In addition, the magnitudes of these 



uncertainties are likely in the aggregate to dominate the 



effects of the mandatory ^retirement change , ~ f 



Section 2* PROBLEMS AND PROSPECTS FACING HIGHER EDUCATION 

In this section we outline the economic context within which 
higher education must adapt to a change in mandatory retirement 
age. A required change in the mandatory retirement age is Just 
pne of several critical problems with which higher education 
must (Jeal during the next decades. The impact of a mandatory 
retirement age change will depend in part on the adjustments 
institutions and their faculty members made to these other 
problems* Thus, it is important that these other issue ar,e 
understood, and considered when the likely effects of a change 
in the mandatory retirement age are examined. , 

A. Emerging Problems in the 1980s 

Despite the existence of mandatory and normal retirement 
ages, a. system of retirement benefits, and the institution 
of tenure, it is apparent that higher eduction will be 
subject to a"* number of unique and serious strains during 
the 1980s. These are likely to make its adjustment to the 
lapsing of the current exemption more difficult than would 0 
otherwise be the case. This section attempts to outline 
som,e of those strains. * 

(l) Probable Enrollment Changes in the 1980s and Beyond 

The pattern of past and projected enrollment changes has 
been the subject of muoh public discussion and concern. 
Though many observers believe that enrollments. have already 
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begun to decline, this is clearly not the case. In fact, 
enrollments during the 1970s increased by about, 25 
percent. Enrollments increased in every sector of higher 
education, with the largest percentage increases occuring 
at the two-year colleges. 

The prospects for the 1980s ami the$ 1990s* are less certain, 
and less optimistic. The numerous projections for the 
1980s give a mixed picture. Some experts project 
enrollment declines of .as high as 50 percent. The majority 
of experts predict modest overall increases in enrollments 
of less than 10 percent for the decade-. The Department of 
Education predicts little or no change over the— decacie. 
Other experts are far more optimistic and they forecast 
continued vigorous growth in enrollments in the 1990s, as 
new clientele groups are tapped. 

The projections for the^ year 2000 arc similarly varied. Of 
course, the far^ffer into the future one attempts to project 
enrol lmentSj-^ne , larger will be the impact of particular 
assumption's embodied in the forecasts. The range of 
^possibilities reflected by the projections is very large. 

These disparities hinge critically on the growth of what 
are called non-traditional students — those who fall 
outside the 18-21 age range, of typical undergraduate 
students, jtfhether nontraditional enrollments will continue 
to grow gives rise to a substantial part of the differences 
among the various projections. 

The potential Tor enrollment growth from the traditional 
college age population^ is limited, due to prospective 
reductions * in the size of the typical college-age 
population. The sharp reduction in births that began in 
the mid-1960s will bring delayed reductions in the size of 
the 18-year-old population from which the typical freshman 
comes. Whereas the number of 18 year-olds, was 4*2 million 
in 1980, that number will drop to about 3." 1 * -million in 1990 
and to a low hovering at about 3«2 million* through the 
mid-L9903\ After that, the number will depend upon future 
birth rates. Much depends upon what fraction of each 
cohort graduates fnom high school and then continues on to 
and completes college. ' Whether and by how much. the 
expected smaller cohorts of the late 1980s and^early 1990s, 
resulting from the smaller cohorts of young people, <? 
available for immediate employment then, will affect 
college attendance rates is not clear. 

The likelihood that larger proportions of nontraditional' 
students will enroll is also uncertain. No -doubt recent 
increases in enrollments among these students reflect in 



247 



part the desire of many women to either complete the}r 
education or acquire additional training that will permit 
them to enter the labor force and acquire satisfactory 
employment ♦ The increase in demand from older students^ 
also reflects the need for continuing training and *J 
retraining on the part of a labor force living in a*period 
of technological and other changes that continually affect 
the nature and composition of the' demand for labor* ^ ^ 

Despite the uncertainties, it is prudent to work* with the 
official Department of Education projections that show 
little" or no change in higher education enrollments for the 
1980s. 

Whatever happens* to the overall pattern pf enrollment 
change, certain types of institutions, namely the selective 
but also the less selective, 4-year liberal arts colleges, 
will continue to be heavily dependent on the^traditional 
college student population for their enrollments. Such 
institutions may very well face enrollment declines, 
especially if they are located away from large population 
centers* In the absence of changes, it seems apparent that 
many oI\ them will suffer enrollment declines as the 
competition- for traditional students intensifies over the 
next decade^ jiff his will, force drastic reductions in the 
rate at whfc&*rfew faculty are hired and may even require 
layoffs* 

The import of prospective enrollment declines should be 
clear* —In. an -era of.gnawth.,., whether strong or slight, it — 
will be easier to accomodate the expiration of the 
mandatory retirement age exemption because institutions can 
adjust their rate of hiring of new^young faculty jnembers* 
If no enrollment growth is likely, this' will force more 
substantial reductions in new hires until a new stable* 
pattern of retirements emerges* Finally, if enrollments 
actually defclirie, the demand for new faculty will have to 
drop drastically; indeed, xsome layoffs of already-employed 
faculty may be required to accomodate these enrollment 
declines* . - 

. * f 

(2) Aging of Faculty Members / 

* « 

The .aging of faculty members is 'inevitable, given the 
extensive hiring of new facultyttnembers to staff the 
enormous expansion of higher education in the 1960s, the 
slower growth of the early 1970s, and thej minimal growth 
projected for the 1980s* The^ impapt of this aging is less 
clear* Obviously, larger proportions of faculty members 
are older* It is unclear however whether larger 
proportions of them will decide to retire early or to 
continue \eaching *until they are "forced" to retire* 
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Changes in the age distribution of faculty members can be 
shown with the hejtp of data from various surveys. The 
median age of faculty members fell from 43 in l'962-63 to 
about HO in 1968-69, rising to 43 by 1972-73, and then 
holding a't about, that level in 1975 and 1977. Another view 
of the distribution is provided b£ the percentage of 
faculty members over age 55 • The percentage over age 55 
•fell from 16 in 1962-63 to 14 percent in 1966-69* rising 
again to 16 percent by 1972-73. Comparable data for more 
recent years are not available but those data that are 
available suggest little change over the 1975-1977 period. 

How does all of this bear on the mandatory retirement 
exemption? If the exemption lapses and the mandatory 
retirement age rises from 65 to 70, over time Increasingly 
larger proportions of faculty members will have the 
opportunity to continue teaching. The larger the 
propbrtion of^ older faculty members, the-more difficult 
will be the adjustment. 

Tight Financial. Situation 

Throughout most of the 1970s the resources available to 
support higher education have been relatively more limited 
'than they were in the 1960s. Moreover, the prospects for 
the 1980s look no better as the pressures to restrain the 
growth of government expenditures expand and "take effect. 
Because the public higher. education budget is such a 
substantial portion of most State budgets, it offers a 
convenient target for ^restricting or cutting. Recent sharp 
increases Jn the cost of fuel and supplies place further 
financial limitations on most institutions. The growth of ' 
regulations and the need to implement mandated changes 
further strain tight budgets. And finally, the 
difficulties qf raising otrter funds to*support higher 
education, Including the* raising, of tuition, hardly need 
elaboration. 

The tightened ^financial situation for higher education ^ 
obviously will reduce its ability to adapt to changes of 
any kind, and in particular to 1 changes in the age of 
mandatory retirement. Given that professors nearing 
retirement are generally paid about twice the salaries of 
jvewj.y entering faculty members, the decision by any 
substantial number of faculty members to continue teaching 
unt/l age 70, or beyond if that is permitted, will .raise 
the costs of total compensation. Thus, there is^a direct 
ynk between the overall financial situation and the 
ability of .the institutions to cope with potential adverse 
effects resulting from the chjange in the age of mandatory 
retirement. 
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4. The Impact of Inflation 

f The future of higher education is also clouded by 

uncertainties about the prospective rate of inflation. 
While the unprecedented price level increases of the late 
1973s and early 1980s may be coming under more effective 
control, It seems unlikely that the inflation rate will 
drop substantially in the near future-*-^Jhe inflation rate' 
is almost certain to affect faculty decisions about 
retirement. 

* « * 

There are two reasons for this. First, the real salaries 
of faculty members after adjustment ^Wfthe effects of 
inflation have declined by between 15 and 20 percent over 
tfte past decade. This contrasts with the experience of 
most occupational groups which either maintained their real 
income or registered slight gains. The declining real 
income, "position of faculty members means that they have 
been able to save? less, will Have fewer resources available 
to supplement their p&tirement benefits and as>a result 
will want to continue .worKing as long as they can so as to 
begin their retirement in a more advantaged situation. r 



The prospects for any substantial betterment in the real 
income position of faculty members in the 1980s also is 
* quite unlikely. One reason is that higher education as X 
•whole will face stringent "budgets and therefore will be 
unable to offer substantial salary increases to faculty 
members. To the extent that the real income position of 
faculty members further deteriorates, their incentives to 
continue teaching will increase. 

Closely related is the decline in the real value of 
retirement benefits expected by many faculty members. For 
faculty members who belong to TIAA-CREF (most Wfcthem are 
-in private institutions), the return on investments in the 
late 1960s ans 1970s was less than ha4 been*anticipatea*. 
This has led to some erosion in retirement benefits 
relative to those for peopl*e J,n other jionacademic sectors... 
For most faculty members in the public sector retirement 
benefits have also been adversely affected because of 
falling real salaries^ to which retirement benefits are 
tied. Even in the most favorable case* the incentives not 
to retire are strong. Faculty members retiring in 1980 
will, because of real salary declines, receive pension 
bteneCits almost .20 percent less than other occupational 
groups, most of whose Salary increases kept up with the 
cost of , living. For a faculty member- who Retired with full 
benefits in 1975, however, the real value of these benefits 
would have declined by almost 40 percent by 1980, only five 
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years later. This is based on an average 8.7 percent 
annual inflation rate. Haa the inflation rate been higher, 
the- real decline would have been even greater. Declines of 
this kind are likely to cause faculty members to want to 
continue teaching in hopes of building up their retirement 
benefits to acceptable levels. The perceptions of 
continued future inflation are also expected to affect 
' retirement plans. Inasmuch as retirement benefits are 
usually fixed in value at the time of retirement, future 
inflation reduces the *real value of these benefits. There 
is no effective way to deal with this problem except to 
continue teaching as long as possible, In hopes of 
minimizing reductions in real living standards fefter 
retirement. 

It appears, then, that the impact of inflation on salaries 
and retirement benefits has been substantial, is likely to 
continue at about the same pace, and will in all 
probability lead to a deferral of^ the age of retirement for 
faculty members. Any raising of the minimum mandatory age, 
therefore, is likely to permit and encourage a potentially 
substantial number^of faculty members to continue teaching. 

B. Health and Expected Retired Life of Faculty Members 

Faculty mermbers are a long-lived group. The reasons for 
the-greater longevity ok faculty members, relative to the 
general population may not be well understood, but the 
Lesser physical demands of the job, 'low accident rates, 
better knowledge about health maintenance, and more ample 
financial resources to* provide health care all contribute 
to extend the lives of .faculty members well beyond that of 
the average person. This means that faculty members as a 
group have the potential to continue working longer than 
most other occupational groups. Good health alone would 
seem to cause the proportion of faculty members opting to 
continue teaching into their advancing years to greatly 
exceed that for the majority of occupational groups. 

Two kinds of evidence are indicatives of the health of 
college faculty members. 

First, self -reported assessments of the health of faculty 
members indicate that they aVe relatively healthy group. 
One study indicates that 89 percent of faculty members age 
61 and over describe their heaith as "excellent" or 
"good.", ^mong those aged 55-60, 90 percent describe their 
health in similar fashion. If we equate those in the 
general population who reported their health status as 
"worse" with faculty members who reported their health 
status as "fair" or "poor,", then clearly faculty members 
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are much healthier than the general population. Second, the 
death rate of older faculty members as well as the «« 
expectation of life, of older faculty members are 
considerably lower and higher, respectively, than for the 
general population . From age 60 onwards the death rates 
are only about one-half as high as for the general 
population. The expectation of life is frQm 25 to 40 
percent longer over Jthese same age groups. Thus a faculty 
member retiring at 60 can expect to live for 21 years, 
compared to the 16 years for males in the general 
population* At age 70 factuly members can expect to live 
over 14 years as compared to less than 11 for the rest of 
the population* - * 

This, evidence implies that faculty members are much more 
able to continue their *teaching and other professional work 
than is true of other workers, i 

C Trend Toward Earlier Retirement by Faculty Members 

Despite forces that would seem to cause faoulty members to 
delay retirement, there s'eems to be widepsreaa agreement 
that faculty members have been retiring earlier each year* 
This trend tpwaro ear Iter retirement is at 1 general 
phenomenon that has characterized the male work force over 
the past several decades. It is generally believed that 
the improvement of pension programs, the expansion of 
Social Security and its options for early (pre-age 65) 
benefits, along with a desire to engage in other kinds of 
nonwork activities after retirement, have all contributed 
to this change* Much the same appears to be true for 
faculty members. 

The evidence on the extent to which faculty members are 
retiring earlier is not airtight. The most comprehensive 
evidence comes from TIAA-CREF which compiles data each year 
on the starting ages for its immediate annuity contracts 
from its members. These data indicate that in 1967 less 
than 16 percent of its contracts oegan below *age 65». By 
1976 that percentage had increased to just over 32 
percent. The most recent data for 1979 show a further rise 
to 39 .percent, reflecting an accelerating tr*end upward. 
Unfortunately, the, TIAA-CREF data include not only faculty 
members but also other staff and still other individuals 
who earlier worked in higher education and are now drawing 
benefits. Though some of these annuitants might be ; staff 
members of colleges and universities, officials in private 
nonprofit foundations, and so on, the vast majority will be 
faculty members. This means that the data are at least 
roughly indicative of* the trend toward early retirement. 
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This trend toward earlier retirement of college and 
university faculty members had been^expected to continue 
into the foreseeable future at least as of several years 
- ago. Now, however,* there is much less certainty about 
these projected trends. Some of the reasons for these . 
uncertainties* are taken up in subsequent sections of this 
report. 

Hypotheses About the Impact of Lifting the Mandatory 
Retirement Exemption 

What are our expectations about the impact of permitting 
faculty members to retire at later ages than is now* 
possible?, To what extent will raising the minimum 
mandatory, retirement age from 65 tc^S{p cause individuals at 
to continue to teach? What proportion of them . are likely 
to continue beyond the age at which they might otherwise 
* have expected to Vetire? What are the consequences of a 
resulting widespread delay in the'^age of retirement? 

We list here a "number of different hypotheses about the' 
effects of raising the mandatory retirement age from 65 to 
70. This list is not necessarily exhaustive. Rather it is 
repsonsive to the concerns expressed in the debate about 

th-is— le gi s l ation— fen-Gongreas-? — 

«* 

We divide this list into three parts. The first concerns 
the impact oh the continuance of vfaculty beyond the former 
age of retirement. The second explores the duration of 
this impact, that is, the number of years qver wfiich this 
impact will be felt. The third section looks at the 
distribution of this impact across different kinds of 
colleges and universities and across different kinds of 
faculty members. \ 

Impact on, Continuance of Faculty to Later Retirement Age 

Compensation costs of colleges would rise-. This will occur 
because typically faculty members approaching retirement 
age (age 65) receive salaries' that are roughly double those 
of newly ndred faculty members. The amount of increase in 
compensation costs will depend on the proportion of the 
faculty who opt to continue beyond the age at which they 
would otherwise retire and on the average length of their 
"extension.^ This increase wo\ild put pressures on 
institutions to seek out other methods of adjustment, 
including reducing the size of the faculty through 
attrition, changing the student-faculty ratio, altering the 
program mix, and raising more revenue. 
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Colleges and universities will be more limited in their v 
ability to hire young, newly-trained PhDs. To the extent 
that substantial numbers of faculty membera^remain rather 
tha,n retire, the opportunities for bringing-*in new fadttlty 
mejmbers are diminished The long range consequences off 
tnis are important if for no other reason than, that thej t 
produce future imbalances in the age structure of facii^ies. 

Greater difficulties would be encountered in meeting the 
goals of affirmative action. The more limited number of 
new positions will make it more difficult to hire V 
adcyrt ion airwomen and members of minority groups. To the 
extent that large proportions of~the available slots are 
allocated for the hiring of women and members of minority 
groups, .this will prove detrimental to men and to majority 
groups, who traditionally have suplied the bulk of future 
PhD recipients. In either case, some highly qualified new 
PhDs who are not in these favored groups will be passed 
over in the hiring process.^ 



Tenure granting policies and tenure itself will come under 
closer scrutiny. As older faculty members opt to continue 
teaching, the average duration of time during which 
individuals hold tenure could increase by up to five 
years. When combined with the reduction in the number of 
new hires, there would eventually be a permanent increase^ 
in "tenure density," the proportion of the faculty < _ 
protected by tenure. This means ttyat insititutions will 
have less flexibility in adjusting faculty size downward if 
substantial enrollment declines occur. This- will require 
institutions to rethink their tenure policy, forcing them 
rto be more selective in deciding who is to be granted 
tenure so as fco hold down their tenure density. 

Pressures will mount to find ways of dealing with faculty 
members whose performance is impaired* by age. To make 
assessments in an even-handed way, it may be necessary to 
^establish an evaluation system that requires eveluating' the 
performance of all faculty members. This will entail costs 
in time and effort on the part of institutions and their 
faculty members, sinoe faculty, members will have to be 
involved in these evaluation procedures. 

Bfforts will intensify to devise programs to^ stimulate the «**S 
earlier retirement of faculty members and to target these 
policies on those faculty/ members whose performance levels 
show the greatest declinjs with advancing age. The need for 
* suoh programs has already been felt at many colleges and 
universities, including those with relatively early * 
mandatory retirement ages of 65. This development is 9 
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prompted by a concern with rising tenure densities and the" 
need for more new younger faculty members in' an age when 
knowledge is rapidly expanding and changing. Since such 
programs are not costless, institutions will have to divert 
some of their limited resources to enhancing their 
effectiveness through early retirement programs. 

•4 

Duration of Impac t 

The duration of the impact of a change in the age of 
mandatory retirement will be fairly short-lived. If, for 
example, there is a change in the age of mandatory 
retirement from 65 to 70, and if substantial numbers of 
faculty decide £o continue teaching untij a'ge 70, then 
total budgetary £osts will rise. This oocurs because older 
faculty members typically receive salaries that are about 
twice those of new young PhDs who otherwise would be 
hired. As each new cohort of faculty members reaches age 
65 and opts to continue, costs will continue increasing 
steadily. This' will continue for five years when the first 
cohort that could extend reaches age 70 and must retire. 
After that there will be -no further increases in 
compensation , costs because of this one-time change. At the 
same time additional numbers of yoUnger people can now be" 
hired to replace the older faculty members who are 
retiring. Thus, the transitional period will have ended 
and no further changes will result from the change in the 
mandatory retirement age by itself. It is important to 
indicate clearly that these are one-time effects and will 
not— lead to an ever escalating rise in compensation costs. 
Of course, anything that changes the age structure of the 
faculty will have subsequent long-run effects. 

Distribution of Impact ^ 

Distribution of the impact of a change in the age of 
mandatory retirement will vary among different kinds of 
colleges and universities and also among different kinds of 
faculty members,, For example, colleges which have 
relatively young faculty will experience almost no effect, 
whereas long-estabj. ished colleges that experienced rapid 
growth, £ay immediately after World War II, will probably 
be more fceveraly affected. It is also worth npting that 
many colleges and universities have long had mandatory 
retirement ages of 70 and hence are not subject to the ' 
effects of the change. Moreover, a number of institutions 
have changed their age of mandatory retirement since, or in 
anticipation of, the 1976 amendments. Whatever the age 
structure, smaller colleges will be -more hard pressed to 
adjust than will larger institutions. The problem arises 
because small colleges have small departments^ of perhaps 
two to fpur faculty members. To the extent that v pne person 
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continues teaching, f of another f^ve years, that 
department's opportunities to acquire new faculty will be 
much mor*e greatly limited than were\ one more individual to 
continue teaching in larger department. 

There will also be differential ef£ec\s for different kinds 
of faculty. Women and minority faculty members will be 
almost immune to this change simply because there are so 
few of. them and even fewer of them are In the affected age 
group of 65 to 70. Thosle faculty whose performance is high 
and who want to, continue 1 , will obviously now be able ^o do 
so. Those faculty members whose performance is weak and 
who may really want to retire will no longW be forced out 
but must now make a conscious decision to retire at some » 
age before 70, \ 

To sum up, the distribution of the impact ofc the change in 
the age of mandatory retirement from 65 to 7oSflU vary 
considerably across institutions and among dif f erelrtSUnds 
of faculty members. This makes it difficult to generalize 
about* the effects of the change, it also suggests that 
some institutions and faculty members "may be considerably 
hurt by this change while ouhers may be* virtually 
unaifected, at least in the Tshort run. All 'of this makes 
the analysis more difficult because whatever general trends 
and patterns are found, there are bound to be exceptions 
that will have to be dealt wttth in special ways. 

Section 3 Background to Survei Research 

A. Evolution of Mandatory Retirement and Pensi on Practices 

The evolution of mandatory retirement in higher education 
is closely connected to the hisfeory of pension plans. -vThis 
discussion focuses on the two types of pension. plans, 
namely State public plans and TIvUUCREF, that cover over 90 
percent of all faculty in our survey. 

A major step in pension coverage! of college teachers was 
made with the creation in 1905 oi^the Carnegie Foundation 
for the Advancement of Teaching ACFAT), endowed with an 
intital grant of 10 million dollars from Andrew Carnegie. 
This provided the basis for an entirely new system of 
professorial pensions. Initial coverage of CFAT pensions 
was limited to selected private institutions. Petitions 
for membership from state universities and land grant 
colleges were turned aside, marking perhaps the beginning 
of the separate coverage of state arid private institutions 
"by different types of plans. The foundation did reverse 
itself in 1908 and made provisions rpr state universities 
to^be considered for membership on ^ -case by case basis* 
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In the first year, 1909 1 {ive state tax supported 
institutions were admitted to membership while three more 
wer/ allbwed In the' following year. But aftnr the; 
adrfission of the University of Virginia^in 1$11«, CFAT * % 
cl&sed its doors to* state institutions* " > 

* n *** 
During the decades of the 1920s and % the 1930s, state 
.legislators began to- seriously to face up to providing old 
-age security for school teachers' and' college professors. 
Between 1923 and 1,933, twenty. state legislatures enacted 
pension laws of one kind qr another* While some of these 
were later invalidated through gubernatorial veto or state 
action, by 1932 approximately 100,000 educators were 
receiving old age security*. 

In 1918 the Carnegie Foundation for the Advancement of 
Teaching launched the Teachers Insurance and Annuity ^ 
Association, a retirement funa based 'on strict insurance 
principles offerings contractual Joint contributory plan 
to member, institutions. Private institutions Joined TIAA 
in overwhelming numbers. In States where the legislature 
was slow*to' act in establishing a pension plan Just for 
public shcool teahers a number- of public colleges and 
universities elected to Join the Teachers Insurance and 
Annuity Association. 0 v 

"This ^nonreraent "toward" ^^tB"~olTrnage~perrsion $yst^mV~aifrd~tner 
attractiveness of participation in the TI^A-CREf was. given 
added force by the decision bf Congress not £o /include 
under the original Social Security, Act of • 1935 State or 
local employees or the employees of "religious, 
educational, or scientific institutions." This restriction* 
on coverage ustt maintained for some years; private colleges 
were not permitted to^Join Social Security until 1951 and 
public collegs and universities not until 1954. 

By 1950 the early phase of faculty retirement plans^was 
drawing/ to a close. In a 19H8 survey by TIAA it was 
repQrted that 85 percent of college and university teachers, 
were "covered by a retirement plan of some sort. Only 15* 
percent were in institutions with no plan or from which no 
information was forthcoming regarding retirement. Of all 
teachers, 46 percent were in institution scovered by TIAA, 
22 percent were covered by publicly administered plans and 
16 percent were covered by a variety of agency life 
insurance plans, self-funded plans, .religious plans, and so 
forth. 
• 

In the absenoe of a pension plan, forced retirement was 
unthinkable since feu professors had savings or privates- 
annuities adequate XorJLfeheir retirement needs*. Forced- 
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retirement would have meant penury and destitution for 
many. Consequently in the absence of a pension system, 
$tate lawmakers Jn public higher educational institutions' 
as well as their private counterparts frequently allowed 
faculty members t6 serve indefinitely, , 

The establishment of pension funds covering i>oth public "and 
private college professors was accompanied by regulations . 
at many institutions requiring the retirement of faculty at 
-particular ages, A 1936 survey focusing mainly on state 
funded institutions shows that by that date a mandatory 
retirement age was a customary part of these plans although 
there was same variation across plains in the mandatory 
retirement age and in extension policies. 

The acceptability of a mandatory retirement age in both 
putflic and^private iastitutions is indicated by a 1950 
joint statement made by -Xhp American Association of 1 



University Professors (*AUP) and the Association of 
American Colleges. (AAC) entitled "Academic Retirement and 
Related Subjects". The Committee came down emphatically on 
the side of setting a mandatory retirement age. 
Recommending that 
» 

" the retirement age be fixed, that exceptions ' 
rarely if ever made to prolong service beyond this 
fixed age, and that exceptions requiring earlier 
retirement should be on recommendation of a committee 
* of facuUy and administration, ,, if there is a fixed • 
•retirement age it should be between 65 and 70 
inclusive. The committee believes that,,. 65 is too 
early for a compulsory retirement age but it should 
not; be later than-JO," 

Elaborating^*™ yie pofrft, the authors admitted that ease of 
administration had entered into the/ committee's thinking; 
however,, they insisted that the essential rationale was not 
•administrative convenience but justice and fairness to the 
retiring professor, 

it is of ooasiderable interest that the joint committee 
4 .f av Lf ts J asse 5 t t0 a ran K«.° f ages, 65 to 70, within which 
the "fixed age* was to be set. In so dtfing it reflected an 
uncertainty that had prevailed for some years regradlng the 
"best" age. President Alexander G, Reuthven remarked that 
".it is now recognised" that the period of service "should 
end sonjewhere 'between age sixty-five and seventy," As 
noted above, there ha,d been a tendency for the early State 
pension systems and the early institutions joining TIAA to 
adopt 70 as the maximum age limit. However, as the pension 
movement expanded in the "WOs and 1950s to include 
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non-research-oriented institutions that were predominantly 
committed to teaching, and where heavy teaching loads were 
the norm, the pendulum swung somewhat toward the lower, age 
65, standard* In response to varying pressures, the trend 
over the years flowed back and forth within this five year 
range* Some institutions selected age 70 as their 
mandator, age and found it workable, others -set 'no 
mandatory age whatever, and still others (actually the 
majority; set a mandatory age between 65 and 68 ♦ This lack 
of complete consensus probably seemed of little moment at 
the timej but it appears to have conditioned higher 
education's response in 1977 when the" ADEA amendments were 
under discussion* At the time the question ardse, higher* 
education had* to oonfront the difficulty that no * 
substantial /agreement existed, or had ever existed, within 
higher education as to the "most appropriate" mandatory 
retirement age** * . . ^ 



Despite the strong statement by the American Association of 
University Professors-American Association of Colleges 
(AAUP-AAC) advocating £ fixed retirement age, large numbers 
of institutions continued to disregard this 
recommendation* In 1969 TIAA published the results of a 
survey of college and university retirement systems similar 
to the one discussed above conducted two decades earlier* 
It revealed that whereas 786 of the surveyed institutions 
stated an age of retirement with extensions bOservice 
permitted* only 98 set a fixed -retirement age with no 
exceptions* Fully 62 percent of all institutions^-by far 
the largest category — fixed 65 as the normal retirement age 
with extensions of service allowed to some specified 
maximum usually 70* 

A, few years after the 1950 joint statement, the official 
.position on the desirability of a fixed retirement age 
wHhout exception was revised* In 196b the chairman of the 
AAUPCommittee on Academic Freeaom pointed out in a report 
for r^e committee, that forced retirement at an inflexible 
presetSge might not always be congruent with professors' 
best interests* A year later (1969) a shift ^n doctrine 
was made official as^a joint committee of AAUP and AAC, 
similar in its composition to the 1950 committees, 
discussed earlier,, issued a report in which the fixed age ^ 
and flexible age systems were both referred to as being 
acceptable and neither was termed as intrinsically 
superior-. The committee insisted, however, that decisions 
regarding the year to year extensions under* a flexible 
arrangement "should be made upon recommendation of faculty 
►and administration" and not by jbhe administration acting 
alone* Also it was reaffirmed that in no case should 
retirement occur after the attainment of age 70* 
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Thus; the reevaluation by the higher education community 
resulted in the^reater acceptance of a discretionary 
reti rement age between 65' and 70, but it included the^* 
reaffirmation thatlfc mandatory retirement age no later' than 
age 70 is desirable. 

The development of pensions, and associated mandatory 
retirement policies in higher education reflects the 
ptfblic-private division of this sector. Public 
institution^ covered by State pension plans have 
historically had a later mandatory retirement age than have 
private institutions. This division limited the ability of 
higher education to agree on a united policy in reacting to 
the 1978 ADEA amendments. This division has also meant 
that at? important group of institutions has adhered more 
closely to State public policies than to aXup guidelines. 

The Meaning and Evolution of Academic Tenure 

Nothing in this act whall be construed to prohibit 

compulsory retirement of any employee who has attained 

6^" years of age but not 70 years of age,* and who is 

serving under a contract of unlimited tenure (or 

similar arrangement providing for unlimited tenure) at 

an institution of higher education as defined by 
section 1201(a) of the Higher' Education Act of 1965. 

—Section 12(d) of the PL 95-256, . 
the ADEA Amendments'of 1978 

A 

The absence of expressed Congressional understanding of 
tenure was- largely* made up for later in the process of 
issuance of administrative regulations pursuant to the 
statute. In preparing the regulations, issued November 
1979, the responsible enforcement agency, the Equal 
Employment Opportunity Commission (EEOC), consulted with 
t.he American Association of University Professors (AAUP), a 
group with expertise in this field. The definition of 
tenure, consists largely of direct quotations from relevant 
sections of th^e AAUP/AAC 19H0 "Statement of Principles on 
Academic Freedom and Tenure." In so doing, the regulations 
dispense with the adjective "unlimited" as a qualifying 
term, and , instead talk of "tenure plan," "tenure 
ai^ngements, " or simply "tenure*" The regulations 1 
evidence an understanding of the great diversity of tenure 
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plans in effect at various institutions. Rather than allow 
an instituting) to claim automatic exemption under the Act 
simply becaue of a nominal adherence to a "tenure" system, 
the regulations stipulate that "the burden Is on the one 
seeking to invoke the exemption to show that every element 
has been clearly and unmistakably met" (Federal Register, 
Mj226 (November 21, 1979), para. 1625.11, sec.b). At a 
later point the same 'issue is dealt with in more detail: 

...a tenure arrangement will not be deemed inadequate 
solely because it fails to me$> these (AAUP-approvea) 
standards in every respect. For example, a tenure 
plan will not be deemed inadequate solely because it 
includes a probationary period somewhat longer than 
seven years. Of course, the greater the deviation 
from the standards of the 19U0 Statement of* 
Principles, the less likely it is that the employee in 
question will be deemed subject to "unlimited tenure" 
within the meaning of the exemption . Whether or not a 
tenure arrangement is adequate to satisfy the 
requirement of the exemption must be oBWf1teij>etf on the 
basis of the facts of each case (ibid., sec (e)(d), 
emphasis added). 

In sum, the regulations achieve sophistication, with respect 
to the complexity of tenure. 

The proportion of faculty members w>ith tenure is of 
interest, for it sets a limit on the extent to which the 
exemption applies. Highly comprehensive data covering all 
categories of institutions* (university , four-year 
institutional units, two-year units, "tenure" as well as 
"nontenure") are available from the National Center £pr 
Educational Statistics (NCES), a Federal agency. In its* 
most recent study, NCES reports that out Of a total of 
roughly 396,000 full-time faculty members in 1978-79, 
222,000 or 56.0 percent were tenured, the proportion of 
tenured having climbed from the 197*1-75 figure of 53-6 
percent (NCES pre publication data from HEGIS, "Salaries, 
Tenure and Fringe Benefits of Full-Time Institutional 
Faculty, 1978-79," National ^Center for Educational * 
Statistics.) 

Changes in State Legislation Since the Passage of/the AADEA 

• * 

The effect of the expiration 6f^the tenured faculty 
provided by the 1978 Amendments to the Age Discrimination 
in Employment Act (ADEA) and of subsequent legislative 
action that may be .taken by the U. 3* Congress concerning 
the mandatory retirement of tenured faculty members will be 
determined in part by whether broader laws, preempting 
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federal law, have been passed by the' various states. 1 
This section examines statexstatutes, aa of January 1, 
1980, pertaining to the mandatory retirement of tenured 
faculty members in institutions of higher education. In 
most states faculty members are not specified in labor 
codes restricting the ability of employers to retire 
employees on the basis of age alone. In a few, however, 
including California where mandatory retirement at any age 
is outlawed for all other employees, the retirement of 
tenured faculty members is permitted at certain ages. Our 
focus is on how changes in Federal law have and will change 
the legal constraints institutions face in setting 
mandatory retirement policies pertaining to tenured faculty 
•members , 2 

The passage of the 1978 Amendments to the ADEA placed 
additional constraints on the ability of higher education 
institutions' £0 set mandatory retirement policies for their 
tenured faculty in States that up to the effective date of 
the act (1) had nO ( legislation barring age ^discrimination 
in the discharge if employees, (2) required mandatory 
retirement prior to age 65 for tenured faculty members, (3) 
had legislation on mandatory retirement that covered only 
' private or public employees, or (4) had a bona fide 
occupational exemption (BFOE) retirement plan permitting 
retiring employees on the basis of age. 3 Institutions in 
states in which the pre-1978 upper age limit was less than 
70 would also find their legal ability to set a mandatory 
retiremeht age for other employees altered by the ADEA,. 1 * 
However, the discussion here deals only with the legal" 
constraints on mandatory retirement policies of tenured 
faculty members. 

We can for the most part ignore the second and fourth 
prints above. Prior\to 1978 virtually all institutions of 
higher education had a mandatory retirement age set at 65 
or older. And although the 1967 ADEA permitted mandatory 
retirement at an age earlier than 65 in order M to observe 
the terms of a bona fide seniority system or pension or 
insurance plan, "5 we know that few institutions of higher 
eduoation took advantage of thi$ exception. This means 
that we are largely concerned with whether the ADEA 
Amendments preempted tfaetv relevant" State codes* the 
subsequent adjustments in-State statutes, and the effect of 
possible future changes in Federal law against age 
discrimination on the legal ability of institutions" of 
higher education to freely set a mandatory retirement age 
for their tenured faculty members. 
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Effect of 1978 ADEA Amendments 

Prior to 1978, all States* spec ifying an upper age limit for 
the age group over which personnel decisions on the basis 
of age were restricted, had set this maximum at an age no 
greater than 65. In states where no upper age* was fjiven to 
the protected age group, all but two (Alaska and Montana) 
permitted mandatory retirement of tenured faculty in higher 
education under a general BFRP (bona fide retirement plan) « 
exemption* or under a specific exemption to h'igher 
education. Thus whether or no.t an institution was in a 
state with legislation restricting age-based retirement 
decisions prior to 1978, in all but two states, it was legal 
under both federal (the 1967 ADEA) and state statutes to 
have an age-based mandatory retirement policy at age 65 or 
'older. 

To sum up, the ADEA Amendment© markedly changed the minimum 
conditions under which employers in virtually all states 
could set a mandatory retirement age for employees. 
Academic institutions of higher education were given a 
temporary reprieve in that mandatory retirement of faculty 
-between ages 65 and 70 would continue to be permitted under 
the ADEA Amendments until July 1, 1982. After this date 
tenured faculty could not be 'mandator! ly retired for reason 
of age alone prior to age 70. By raising the maximum age 
for the protected age group to 70 and by ' eliminating the 
bona fide retirement plan exemption of the 1967 ADEA, the 
ADEA Amendments assured that most state laws in effect in 
1978 would be preempted by the Federal amendments. ^During 
the next two years (1978 and 1979) 18 states adopted or 
amended statutes, in most cases bringing them into* 
conformity with the ADEA Amendments, These changes at 
the state level determined the ability of , institutions 
within the state to take advantage of the ADEA Amendments 1 
tenured faculty exemption, to maintain age 70 mandatory 
retirement now and upon the expiration of the exemption, 
and to determine the impact of possible future changes in « 
Federal law (e.g., the uncapping of the age limit) on the 
legality of mandatory retirement policies for tenured 
faculty within ind ividual t states . 

Post-1978 Amendments at the State Level 

Of the 13 states that prior to 1978 had no upper age*limit 
on age discrimination, but allowed the mandatory retirement 
age as part of a bona fide retirement plan 10 six adopted 
no amendments* in state statues during the next two years 
(Florida, Hawaii, Maryland, Michigan, Nevada, New Mexico), 
in these states mandatory retirement of tenured faculty 
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members pould continue beyond 65 under the temporary 
federal exemption and the State bona fide retirement plan 
ememption (BPRPE) • After July 1, 1982, a mandatory 
retirement age of 70 for tenured faculty would be allowed 
under the state BPRPE, and the Federal capped age group. 
Among the seven states that altered State legislation, only 
Maine specifically banned mandatory retirement at any age 
for all employees. 

The remaining states in this group (i.e-. , those with 
pre-1978 BFRPE exemptions but no upper age limit at»d who , 
changed their statuses) adopted changes that would both 
permit institutions of higher education to take advantage 
of the temporary faculty exemption of the ADEA Amendments 
and cause future changes in the Federally protecta age 
group to directly affect the "ability of institutions within 
these states to establish minimum mandatory retirement ages 
for tenured faculty members. 

•Thus, in this first group of» 13 states the ability of, 
higher education institutions to establish mandatory 
retirement policies would be controlled by the ADEA 
Amendments* and by 'future amendments at the Federal level in 
those 6 states that did not specifically alter their prior 
BFRPE . 

In the second group of states, those 9 states with an age 
limit less than 65 prior to 1978, 17 the same pattern 
occurs — very few adopted changes that both preempted the 
1978 ADEA Amendments and assured that future admendments in 
the ADEA* would not affect the legal environment facing 
higher education. This distinctipn falls only on Utah 
which raised its protected group from 40-65 to all persons 
MO ox. older. Four states (Kentucky, Colorado, West 
Virginia and Georgia) 18 adppted no changes, thus having 
their state laws preempted by the broader ADEA' Amendments. 
New Hampshire specifically prohibited mandatory retirement, 
but allowed an exemption for non-profit, private 
educational associations. The amendment to Rhode Island's 
Fair Employment Act to include age discrimination specified 
a 40-70 protected age group but included a BFRP exemption. 
In Ohio and South Dakota, the latter protecting public 
employees only, the protected age group was raised to 70~^ 
for all employees, preempting the ADEA faculty exemption, 
but allowing room for Federal 4 influence if the protected 
age groupy were broadened at the Federal level*. Thus, in 
this groyp only Utah adopted legislation that excludes the 
exercise of the ADEA faculty exemption by educational 
institutions, while insulating these institutions from the 
effect of the expiration of the exemption and of future 
changes in the. upper age limit of the ADEA protected age 
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group* Ohio and South Dakota moved to raise the state 
minimum allowed age of mandatory retirement to 70, negating 
£he effect of the ADEA tenured faculty exemption, but 
allowing mandatory retirement policies of 70, legal under 
State law, to be altered by future changes at the Federal 
level. The other six states adopted changes that permit 
insitutions within these states to take advantage of the 
faculty exemption,. This may cause the expiration of the 
exemption to affept retirement policies of tenured faculty 
members and will mean that future changes in the Federally 
protected age group will alter the minimum standards that 
institutions of higher education in these states would have 
to meet. 

Finally, in the th^rd group of states, those with both a 
BFRPE and a capped age limit F of 65 or less, most states did 
not amend pre-197b legislation. The three \that did 
(Delaware, Indiana, Nebraska) make changes did not preempt 
the 1978 ADEA Amendments* , tenured faculty exemption* 
Delaware raised its maximum age to /fa but continued its 
BFRP exemption, as did Nebraska, /ndiana specifically 
exempteu compulsory retirement below 70 when/it extended 
protection against other forms of age discTOiAnation to 
persons between 65 and 70. In Wisconsin an executive order 
/disallowed mandatory retirement .below 70 for public 
employees. Thus/in al^ of these states, with^the 
exception of 'public employees* in Wisconsin, the 1978 ADEA 
Amendments control the legal limits of mandatory retirement 
policies set by inst ititutions of higher education for 
tenured faculty memoers. 

Conclusion r « * 

This brief' review of*state laws dealing with the allowed 
limits on mandatory retirement policies of tenured faculty 
members prior to 1978. and changes in 1978 and 1979, 
demonstrates- that at the. time of passage the 1978 ADEA 
Amendments were broader than the laws against age 
discrimination in most "states. .Subsequent change resulted 
in many State statfbies conforming, to Federal standards* in 
that the mandatory retirement of tenureld faculty .was 
permitted as early a*\age 65 either through a continuing 
BFRPE at the state level or a specific exemption for higher 
educati on. 19 * * 

*- . 
In short, unless States move to* amend their laws, the 
expiraton of the faculty exemption and any future changes 
in the age group protected by federal law will have an 
immediate impact on the legality of mandatory retirement ' 
provisions for tenured faculty within the griat majority of 
states. This is not to imply that all institutions tfill be 
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30 effected, since many institutions, thou gh earlier 
mandatory retirement is permitted by law, set no or higher, 
ages of mandatory retirement. Whether or not institutions' 
currently set a mandatory retirement age between 65 and 70 
or not, in all .but a few States, Federal law must be 
considered the binding constraint on an institution's 
ability to adjust mandatory retirement policies in their 
^ adaptation to changed economic policies. 
« 

Attitude s of Administrators and Faculty Members 

Perhaps the most use fin report of institutional 
(administrators 1 ) attitudes comes from the studies by the 
American Council on Education's Policy Analysis Service 
(PAS). (See Results of the PAS Followup [Survey on 
Mandatory Retirement, February 16, 1979.) Their surveys 
indicate strong opposition" to a complete uncapping of the 
age of mandatory retirement, with percent of 
■institutions opposed, another 2b percent not opposed but 
favoring a permanent exemption for tenured faculty members, 
and still another 25 percent not opposed but concerned 
about the implications of uncapping for colleges and 
universities. Opposition tb complete uncapping was 
strongest in the private sector, especially among 
universities and four-year colleges. Within the public 
sector, opposition was concentrated among the universites. 
Almost half the institutions reported plans to make use of 
the temporary exemption .for tenured faculty memebersj many 
of those who reported they would not use the exemption 
indicated that they were prohibited from doing so, they 
already had a mandatory retirement age of 70, or the 
exemption did not apply because they did not have a tenure 
system. ^ /r\ 



Our survey is the only, one we "know of that asked faculty 
members for their views on mandatory retirement age 
legislation. When asked whether tbey favored a 
continuation of t}ie present exemption for tenured faculty 
memDers, slightly moreKJthan 70 percent of the respondents 
indicated opposition; 20 percent favored continuation of 
the exemption, with another 8 percent uncertain. The- » 
support for. Je^ls^atij^jdhat^w^ 

>tne mandatory retirement age was*somewhat less strong. 
Slightly less than $0 percent of the respondents said they 
"favored" or "strongly favored" complete^TTaioation of 
mandatory retirement agdt Twenty-six percent Were 
"opposed" or "strongly opposed,'" with 1M percent uncertain.. 

There was some diversity of opinion among respondents from' 
different types of cdlleges. Whereas 70 percent o€ faculty 
members at two-year colleges favored complete elimination 
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of mandatory retirement age u this, .figure.. dropped to 60 
percent for faculty at 4-year colleges and to 55 percent 
for faculty, members at universities. There were no 
appreciable differences between respondents from public and 
private institutions. 

Attempting to draw any conclusions from these two studies 
is hazardous. But several tendencies seem to emerge. With 
respect to th e exemption many institutions are not af fecTecf 
byit. ,For those institutions where it can apply, most 
intend to use it until '1982. The implication is that 
institutions using the exemption would prefer to have it be 
made permanent. Faculty members, many of whom are not 
subject to the exemption, strongly favor its termination in 
1982. The responses to the prospect of legislation that 
would completely uncap mandatory retirement age are less 
favorable. 

Roughly two-thirds 'of the institutions would oppose 
uncapping and seek to have the present exemption made 
permanent, with the strongest -support for this position 
coming from, private sector institutioins, especially 
universities and four-tyear schools, and from public 
universities. Just ov.er a majority of faculty members • 
favor complete elimination of the mandatory retirement age 
with the sentiment for this position most strong among 
two-year college faculty members ana least strong among 
faculty members at universities. 

Section 4. Results from Survey of Educational Institutions 
Introduction 

This section of the report highlights some of the key 
findings from the analysis of .the institutional survey 
data* We concentrate attention on how the mandatory 
retirement age and changes in it affect retirement 
probabilities, on pension plans.^d how they affect 
retirement patterns, and on how the interplay of mandatory 
retirement, pension benefits, and other institutional 
characteristics combine to affect Retirement patterns. 

The data used in this analysis cornel from a special survey 
of ins,tigut/ions of higher educationlconducted furing the 
spring or 1980. The survey of a stratified sample\of 
. institutions, drawn to reflect the population of 
inst ititutions with 250 Or more students and regular 
degree-granting status, Droduced a 5§\ percent response 
rate, with 298 institutions responding. * The response rate 
arad spread of responses by institutional type was such 
that we feel we have an adequate representation of tqe * 
universe of higher education institutions. 
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A. Definition of Retirement . We define "retirement" as 
*fche Shift from a regular job at a particular 
Institution . This shift may not imply the total 
cessation of work. Tijus, two faculty members leaving 
employment at an institution at age 65 will have the * 

« same "retirement" age but one may ^jjoose not to work 

and the other may be offered full>-time work 
elsewhere. Or a faculty member may He officially 
retired but then rehired on a temporary basis. Early 
the age of "re tire Dent" as defined in this study is 
not independent of other job opportunities. Taking 
into account a variety of factors, including 
institutional policies and alteVnative employment 

• options, each fa*culty member will determnlne an A 

optimum retirement age which will maximize expected* 
utility over his or her remaining lifetime. For some 
faculty members retirement may mean labor force 
, withdrawal. For others, rnstitutional policies may 
.constrain the allowed age of retirement, forcing 
individuals with other preferred retirement ages to 
cease work. To .the extent that these institutionally 
permitted ages of retirement diverge from the desired 
retirement ages, change in institutional policies may 
influence the former without affecting the latter. 

The focus of this study is €o suggest the extent to which 
changes in institutional mandatory retirement age policies 
will allow faculty members who wish* to retire at later ages 
to jo so. At the same .time, other changes in both higher 
education and in the wi'der economy, might be shifting the 
age at which faculty* members would optimally retire from a 
pag^icular institution). Thus, the same phenomenon— later 
affe f of retirement — may be due to different causes. A 
mandatory retirement age change may merely allow faculty 
merabens who would have always preferred later retirement to 

do so. On ttoe* other hanga^a change in the mandatory 

cetirement age may only permit recent changes in desired 
retirement age to be realized. Whether'a change in the 
mandatory retirement age is a direct cause or only a 
constraining* factor in retirement is important— but 
difficult to distinguish— in understanding the direct 
effect of the 1978 ADEA Amendments on future retirement 
patterns in higher education. Jhe increasing popularity in 
higher education of early .retirement options £hat combine 
part-time work with supplemental Retirement annuities mean 
that part-time retirement cannot % be ignored entijyeley in a 
'study of retirement in higher education. The possibility , 
<q;f part-time retirement may even have an effect on an 
indivfdual's expected age of retirement although the 
direction is ambiguous. Likewise, jfert-time retirement 
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offers combined with pension supplements have budgetary 
cost implications that are not immediately obvious* Thus, 
If gradual retirement programs are instituted when the 
mandatory ertirement age is relaxed, the retirement age and 
cost implications are ambiguous* While the term 
"retirement 11 will consistently refer in this study to the 
total cessation of work at an institution, gradual 
retirement options will be examined with cowiderable 
attention paid to their effect on retirement timing • 

Through th£Lr retirement policies, most institutions have 
established an age range over which retirement with pension 
benefits is permitted. This age range is indicated by 
reference to an institutions^ normal, mandatory, 
compulsory and early retirement age* These ages are not 
standard across all institutions but rather are defined by 
Vhe retirement policies set by each institution. \ 
"Mandatory retirement" age at one institution may 'be 
earlier than "normal retirement" age at another. "Early 
retirement" at one may occur later than what would be 
"normal" at another. While these terms are useful, their' 
definitions must be carefully specified and variations 
among schools noted. *« 

Normal retirement implies an age at which retirement is 
expected to occur though it may not be the 1 age at which 
most retirements do in fact occur. It^s, however, the 
standard age of retirement assumed for establishing desired 
income replacement levels or absolute retirement income to 
beoprovided by the relevant pension plan. In our survey, 
this age was defined as the earliest* age at which full 
retirement benef tis were available. ( 

Mandatory retirement age is that age beyond which a faculty 
member may not automatically continue employment. Work 
beyond this age requires explicit extensions, usually on a 
one y£ar basis. In one sense, institutional mandatory ^ 
retirement 'ages can be viewed as a maximum age, an upper 
limit for regular employment. This contrasts with the 
nrinimum mandatory retirement age, as established by the 
ADEA Amendments. Effectively* this se£s an age below with 
individual faculty members cannot be retired f t or reasons of 
age.* 4 

A somewhat .different term, compulsory retirement? age, is 
used to refer to that age beyond which extensions of 
^service x are no longer permitted, even at the discretion .of 
the administration. 
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* \ Finally, early retirement ia retirement pribr to the normal 
retirement a«e. It is defined as that age fange prior to 
the ihstitutions's normal retirement age* during whjch 
retirement benefits are actuarially adjusted to account for 
the longer period oven which retirement benefits will be 
paid. ^ \ • /V * * ' ^ 

B. The Institutional Setting 

" * . - ** \ 
The potential effects of the 1978 ADEA Anenotnints are 
, affected bji several key variables. One is the\ extent to 
4 which institutions and faculty members operate! unaer a 

system of tenure or indefinite appointments, a\e subject to 
mandator^ 'retirement ages of less than 70; afe\covered by 
the present exemptions, have options of continuing to work 
becadse the age of^compulsory retirement' exceedfe the age of 
mandatory retirement^ the age distribution of faculty 
members; and pro'speptive changes in enrollments«\that will 
affect the demand' f Qr faculty members . We try t6 summarize 
these effects, noting any striking differences arifong 

institutions with certain common , characteristics, 

* - ^ •* 

1. Tenure . A key part? of the ADEA exemption fir- the 
* academic sector was its restriction to tenured' faculty 

members or those with indefinite appointments; In our 
sample almost 92 percent of currently employed 
full-time faculty members age **5 and above are 
employed in e schools with teifure systems. Less\than 8 
percent are employed in shcools without tenure 
systems. Among four-year institutions and 
universities, a relatively small fraction of 
institutions responded negatively to the question of 
^whether they had a tenure system. Two-year 
institutions, both public and private, are least 
likely to have tenure systems. Thus, while tenured 
faculty members $re most" likely to work in four-year 
colleges and universities, the small number of 
institutions without "tenure and their small srze means 
that there i$ little difference in the distribution of 
tenured faculty and all full-time faculty. 

2- Mlfadatory Retirement at Institutions . Despite the 
exemption granted to tenured faculty members,* an 
exemption that ^covers the vast majority of faculty 
members, a sizeable number of institutions have 
already changed their mandatory retirement provisions 
to Con£o,rm to the new law. Moreover, prior to the 
ADEA Amendments many institutions had a mandatory 
retirement age of 70 or above. Our questionnnaire not 
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only provides inYormatToh on these recent changes 
since the passage of the Amendments in 1978, but also 
enables us to compare mandatory retirement^age 
practices before and after passage of the amendments* 

a. Mandatory retirement Provisions Prior to the 
A DBA Amendments , As of January 1, 1975, 79 
percent of all institutions had some age of 
mandatory retirement (Table 1), 'Among 
institutions with an age of mandatory 
retirement, Sixty-nine percent set this age at 
65, 19 percent established 70 or over as the age 
at wtfich faculty retirement was mandated, and 6 
percent had a mandatory retirement age between 65 
and t 70. The other 5 percent did not specify 
their mandatory retirement age* 

The percentage of institutions with mandaj^^ 
% retirement provisions varied considerably atiross 
institutional *type. Ail -private utrTversities in 
Oui* sample reported Having a mandatdry retirement 
ag'e in 1978. This was also true of virtually all 
institutions (97 percentj in the public 
university grbup . Public four-year colleges * " # 
^followed with 92 percent and private four-year 
colleges with 86 percent* * Two-year institutions 
were leas,t likely to report a mandatory age (U7 
percent bf private and 67 percent of public 
institutions). v 

Even greater variation existed rtr-W^e age 
^mandatory retirement among dif f erent uype_ v * 
institutions with a mandatory retirement" age • For 
example, private and, public universities differed 
kittle in thfe probability of having had a ^ 
» mandatory retirement age prior to the passaorof 
the ADEA Amendments* Yet only Ml percent of 
public universities had a mandatory retirement 
• \ age set at age 65 while 70 percent of private 
' .universities had a mandatory 'retirement of that 
age* An even higher percentage (80 percent) of 
private, four-yea* colleges with a mandatory 
retirement a'ge set that age at 65. Whereas less 
than half of the private two-year colleges had an 
age 65 mandatory retirement age, over 
three-fourths of public two-year colleges had 
'such an age* ♦ ' 

At tie time of the. pass>u\>f the W)78 tADEA , 
Agiemiments about half of ail full-time faculty 
members Were employed In Institutions with 'a 
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Table 1 

Institutions With Mandatory 
Retlrcoent Provision and Age: Prc-1978 





Percent of 
Institutions 


Percent of Institutions with MSA 
by Aee of MRA 


1 

* 

Type of 
Institution » 


With 
No MSA 


Vlth 
MSA 


PS 


66-69 


70+ 


Unknown* 






• 








PRIVATE 


16. 5 


81.9 


77.8 


2.a 


18.1 


1.5 


2-Year 


48.7 


47.2 


47.9 


0.0 • 


43.0 


8.7 


4-Year 


13.0 


85.7 


80.2 


2.3 


16.1 


0.9 


j University 


0.0 


100.0 


70.0 


12.4 


17.6 


0.0 


PUBLIC 


21*0 


76.4 


61.2 


A 




/ 9.0 


2-Year 


30.5 


67.0 


7,6.3 




\ 9.8 


9.9 


4-Year 


5.2 


91.9 


42.7 


15.7 


33.9 


7.8 


University 


• 

2.2 


96.7 


40.8 


15..2 


34.7 


8.3 


TOTAL 


19.0 
• 


78.9 


69.1 » 


6.1 • 


19.4 


5.4 



Institution! elioineting MR efter 1978 yere' not aiked to report their 
pre-1978 HSA. " , 
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mandatory retirement age of 65 (Table 2). An 
additional 23 percent were employed in 
institutions whose mandatory retirement age was 
between ages 66 and 68 ) these faculty would 
still be covered by the ^exemption* Only 26 
percent of all faculty members were covered by a 
mandatory retirement age of 70 * Because private 
institutions, particularly private universities, \ 
and four-year colleges were more likely to have a! 
65 mandatory retirement age, faculty members 
covered by a 65 mandatory retirement age were 
concentrated in private institutions with 37 
percent compared to the 23 percent of all 
full-time faculty employee in private , s 
institutions* 

Nevertheless, the high percentage of public 
institutions among the total population meant 
that most faculty members covered by thfc young 
mandatory retirement age of 65 were still 
employed in public institutions (63 percent). A 
relatively small fraction (onlv 11 percent) of 
faculty members covered by an atee 65 mandatory 
retirement rule were employed IjAprivate 
universities, with another 26 pen&Xnt employed in 
private four-year institutions. 7 A 

Changes Prompted by the ADBA Am/ndmehts . Some 
significant changes have occurred sihce passage 
of the ADEA Amendments. Although institutions 
'with a mandatory retirement age\*bel«# 70 were 
permitted to continue mandatorirj*-f<etiring their 
older faculty at that age until 1982, many 
institutions took steps to bring their mandatory 
retirement rule into conformity with the ADEA 
amendments (Table 3). Between the beginning of 
1678 and their response to our questionnaire in 
early 1980, 29 percent ot all institutions madf 
some change in their mandatory retirement age. 
In all but one case this was to raise the 
mandatory retirement age by bringing it into 
conformity with the amendements. The remaining 
68 percent did not change their mandatory 
retirement provisions. This is not "surprising • 
because in only 3** percent of all institutions 
was the mandatory retirement age below 7CT I THe 
changes that took place occurred primarily among 
public institutions*. Thirty-eight percent made 
some change in their mandatory retirement 
provisions as contrasted to only 18 percent of. 
private institutions. These changes were of all 
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Diatribution of X980 Full -Tie* Faculty by 
KRA Prior to 1978 



Type 0/ 
Institution 


No KRA 


Aboliahed 
Since *7B l 


A*e oi 
65 


HKA 

66-68 




Unknown 


All 










} 






PRIVATE 


1.1 


0.3 


17.1 


1.6 • 


2.6 


0.3 


> 


2-Year 


0.4 


0.02 


0.2 




0.1 


0.1 


0.7 . 


4-Ye»r 


0.7 


0.3 


11.8 


0.6 


1.6 


0.2 


15.4 


Univeraity 






5.2 


1.0 


0.8 




6.9 


PUBLIC 


6.2 


"* 5.6 


28.9 


".7 


23.1 


. 1;6 


76.9 


*-Year 


4.4 


■ 2.5 


16.1 


0.2 


2.6 


0.4^ 


26.2 


4-Year 


1.6 


^2.0 


6.8 


6.6 


11.0 


0.9 


29.3 


Univeraity 


0.1 


" X.% 


5.9 

t 


4.6 


9.5 


0.3 


21.5 


TOTAL | 


7.3 




46.0 


23.3 


25.7 


1.9 


100.0 



x See Table V-2. 
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Table 3. 

Changes in Mandatory Retirement Provisions 
Since AADEA 



Percent Institutions 



No Change 

Remain at 

65 . 

66*68 

70 

75+ / 
No MRA 

Change 

Changed Age 

65*o 70* 
65 to unknown 
66-68 to 70 
70 to 65 

Eliminated MRA 

Unknown MRA 



Public 
60.0' 



23.8 
0.6 

14.1 
0*5 

21.0 

37.7 



23.1 

6.4 
6.9 

7.3 
2.5 



Private , 



78.8 



44. 9* 
2.1 

14.8 
0.5 

16.5 

18.2 



16.6 
0.2 
.0.2 



'1.2 
. 3.2 



All 



68.5 



33.3 
1.3 

14.4 
0.5 

19.0 

28.8 



20*1 
0.1 
3.6 

. 0.5 



4.5 



'2.8 




'278 
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types. Of those ^hat did change, 70 percent 
raised their age from 65 to 70. Another 13 * 
'percent moved from afee 66-68 to age 70) and 
sixteen percent of the cfiangers eliminated 
mandatory retirement -entirely. 

Only 27 percent of all private institutions with 
mandatory retirement ages below 70 made -changes 
as contrasted to 55 percent of similar public 
institutions*. That public institutions were more 
r.esponSTve than private institutions may say less 
about differential institutional behavior than 
about external forces for change. Many public 
institutions may have made changes prompted by 
the requirements of^ state legislation or 
executive orders to treat all public employee^ 
alike. 

Mandatory Retirement Provisions in 1980 : As a 
result of these changes, -only 36 percent of 
public institutions still (at the time of the- ' 
survey in spring 1980) had a mandatory retirement 
age of 65 (Table *0; this compares to 61 percent 
two to three v years e6rlier t . And only 57 percent 
of private inStitutionp-had a mandatory 
retirement age 0/ 65 compared to 78 percent prior 
to the ADEA.. The shift in age is evident when 
the percentage of institutions with a mandatory 
retirement age of 70 v is compared before and after 
the Amendments. Currently, 63 percent of public * 
institutions and- 40 Wrcent^~qf 'private 
Institutions have a mandatory retirement age of 
7Q compared to 21 and' ltj percent respectively 
prior to 'the ADEA , Amendments , • 

*The> results from out data indicate clearly that 
almost all private two-year institutions now 
conform to the 1*982 provisions of the law, that 
four-year private institutions are rapidly moving 
in that direction, and that private universities 
have moved very Slowly. Prior ,to the. ADEA 
Amendments, 70 percent of private universities 
with a mandatory retirement age set it at 65? 
since then 6 the percentage has fMlen to the 
current 63* oercent. This contrasts sharply with 
the behavior* of public universities where almost 
half that previously 'had a mandatory: retirement „ 
age of 65 raised or eliminated it. 
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Table 4. 



Institutions With Mandatory Retirement 
Provisions and Age; 1980* **» 



Percent of 





Institutions 




by Am 


of MRA . 






1 

Type of 
* • Institution 


With 
No MRA 


with; 

MRA 


65 


"66-6& 1 


70 


75+ 






\ — 

6 












PRIVATE 


44.7 


65/3 


56.9 


2.7 


# 39.9 


• 0.*6 




" , 2-Yesr 


52.9, 


47.1 * 


5.2 




85.1- 


J.6 




4-Year 


16.1 


83.8 


59.9 


2.4 


. 37. 7 o 






L'nivtrsity 

— * 2 


0.0 


100. 0 


6218 


9.5 


27.7 






PUBLIC 


•• 48.1 




* 35/7 


0.9 


62.8 


0.7 




^ 2 T Y«ar 


37.0 


62.9 


39.6 




60?4 






4-Ye*r , 


12.3 


87.6 






65.9 


2.0 




_ *Uni varsity 


10.1 


89.9 


25.5 


9.8 


64. 7, 




a 


TOTAL ; 


23.9 


76.0 


* 











*66 and 67 for publics, 68 for privates 
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The responses of these different type* of institutions 
to the exemption faeans that currently faculty "m embers 
cover-cd by either 'age bb or 70 mandatory retire ment ~ 
provisions are somew hat more likely to be In private 
institutions than in public institutions than th ev ' 
were prior to tne p&s sage of the amendments~ fhTs - 
difference is not as great as might be expected.. • 

ly * 60 P ercent compared to" 63 percent prior^to 
1978 of all faculty members subject to an age 65 . 
mandatory retirement age are 1 employed in public 
institutions, while currently HO percent versus the 
earlier 37 percent .are employed in private 
institutions. More significant, however, at the time 
of the survey only one-third of all full-time fa cu£t7 
faculty members wer e employed in Institution s with~ 

Sr.aron m a n A » V Ann — t — ^ _ 7.' P — _ _ - 



— ' » i' — i "~ m ~ ""k^vj cv< aii xuafaiiuiions Wll 

^stated mandatory retirement age of 65. Ha lf 

covereq py an age 70 mandatory retlremenF"age 

provision, and 13 percent are employed in in stitution* 

without an y mandatory retirement provision ! — Thus 

although thy raisin g or the exemption may~be. TT^ tanh 
for particular typeS of institutions, it will aFf eTt^ 
only one-tnird of all full-time faculty membe7sT "rh t s 
group is almost equ ally divided among faculty mA^hArT 

At fun*VA9P i n«f \ * _ .. - _ ■ — . i Pl 



a 

un 



— — _j ~ — r? — . — j \ aiuvuft ia«uiuy mem 

t two-year, institut ions, four-year col leges. anJ 
niversitfe? ! — V" 



iremint 



Our survey quesUoned institutions- about the ability of 
faculty members ,to receive extensions to continue working 
beyond the mandatory retirement age either at their own or 
their ^administration's initiative. We also inquired about 
the maximum age to which faculty members granted aucn 
extensions could § work. Surprisingly, Only a tiny 
fraction— H percent— of all institutions report that 
retirement is required at age 65 (Table 6). The largest 
«roup— 37 percent— of institutions reported no age limit to 
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By contrast, raising the age of mandatory retirement ' l X 

m above 70 or its elimination would affect the large 
majority of faculty members— 87 percent— and 
institutions of higher education— 76 percent. 

3; Compulsory versus Mand atory Retirement . T *, e impact 
of legislation requiring, changes in mandatory retirement 
age provisions depends in part on the 'stric'thess with which 
tKese provisions have been applied to faculty members in 
the past, if they have not been strictly enforced, then 

i2 f £ ecfc , iVe c - han * es in .retirement patterns due to the law 
could be minimal. \ 
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i f . ; :TabW 5. 



.Diatribufion oj full -Time Faculty 
^by HandaCtory Retirement 'Agfr » J 



i — — 


r~ 

6* . 


- *66(-69 A 


?o. 2 


Hone 


Unknown 


All 3 


*» v # 

Type of 
Institution . 






V 


• 






PRIVATE 


12.2 


1.4 • 


7.4 * 


1.4 « 


» .'6 , 


23a 


2-Year 


5 0.1 




' 0.3 


0.4' 

• 


0.1 


0.7 


ft 

f 4-Year . 


8.1 


._ 0.6 


5.4 


1.1 


0.2 


15.4 


IJniveraity 


4.1 


0.8 


1.7 




0/4 

) 


6.9 


PUBLIC , 


18 .* 


*> 

2.5 


42.9 


11.8 


'1,3 * 


76.9 


2-Year 


10.9 


i 


8.1 


6.9 


0 ; 4 


26.2 


4-Year 


4.1 




20.6 


. 3.7 


0.9 


29.} 


University 


3.4 


' 2.5 

\ 

, 3.9 


14.3 


1.2 




21.5 . 


TOTAL 0 


30.6 


• 50.3 


13.2 


1.9 


iop.o 



1 66 and 67 for (S) public Institutions, 68 for (4) private. 

2 A»a 80 In (1) public with 0.W of PTAC, Age 75 In (1) private with 
.021 of PTAC. • 

•% ' * 

Excluded 11 Institution* (3.8Z) with no FTAC data. 
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Table 6. 



Coapulsory Retirement Age 



/ 



Typt of 
Institution 



PRIVATE 
2-YtaY* 
4-Ye«r 
University 



PUBLiC 

2-Yesr I 

4-Yesr 

{Inivtrtity 



No URA 



TOTAL 



20.7 
52.9 
17.A 
■ 0.0 

29.5 
39.6 
12.4 
10.1 

25.7 



No A(e 

Limit 



Kaxioua Age of Extensions 
Beyond Age of Mandatory Retirement 
je 1 ■ Don't 



65 66-69 



70 



75+ 



47.1 
24.6 
49.0 
*64.4 

30.0 
21.8 
41.1 

'58.0 

37.8 



3.3 
4.'8 
4.6 
0.0 

*4.5 
0.0 
3.9 
0.0 

3". 9 



0.3 
0.0 
0.1 
3.2 

2.2 
2.3 

JUL. 



2.9 
1.3 



21.8 1.6 

10.3 8.1 

23.8 0.8 

26.8 0.0 

26.0 5.5 

23.7 5.3 

-31 .4 6.0 



23.1 5.8 
24.1 3.7 



5.0 
4.1 

5.6 

2.3 
2.3 
2.9 



0.5 
3.6 
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extensions while others gran£ extensions for one to five 
years. »«This means that the effective* mandatory retirement 
age is somewhat higher than is evidenced by official 
'mandatory retirement ages. Interestingly, of the 34 
percent of institution^ with a mandatory retirement age of 
65, less than 10 percent of them also had a compulsory 
retirement age of 65. 



While* mandatory retirement" age. provisions do set a time at 
which faculty members may be customarily retired, extension 
policies allow institutions to extend appointments beyond 
that age. This implies that by either formal or informal 
means these institutions do evaluate the advantage of 
extending some faculty contracts while terminating others. 
As a consequence? a higher mandatory retirement age will 
not for many institutions present an entirely^ new 
situation. In fact, opportunities to continue teaching A 
have existed at most institutions in the recent p'ast, 
whether or not all faculty members wished or were allowed^ 
to take advantage of working beyond the mandatory * 
retirement age. 

* ? 
Age Distribution of Faculty . The simulations 
conducted in this study and .in other studies indicate that 
the short and long term impact of a change in mandatory 
retirement which compels nTffcfeer changes in the retirement 
system will depend on_the age distribution of faculty 
members. Go 

If large proportions of the faculty are ^oread over the 
aged 55-64 range, the short-term pressuresS^s institutions* 
will be more severe- than if the faculty is composed largely 
of younger persons^ perhaps reflecting the relative youth 
^of the institut ion itself t Accord ingly, we sought to 

"oo-liect U dl d on t he age distrib ution of faculty members at 

each institution. What is most striking* about 'these 
measures is the broad similarity in the age distributions 
of faculty age 45 and over across the private, public, 
two-year, four-year, and university groups {Table 7). It 
is true that two-year institutions appear to "have a 
somewhat older faculty structure than do tge 1 other groups 
of institutions. Overall, however, public and private 
institutions within each of these groups vary little. This* 
is somewhat surprising because of the considerable 
variation across these institutions in the current 



. M . .~~.~. t u v_ i v^oo milium iiigoi iwng in uric uurreni 

mandatory retirement age; yet this is consistent with our 
f indings^£boutthe practices of many institutions in 
extending employment beyond the mandatory retirement age. 
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TabJLe 7 - 
Distribution of Faculty Age 45 and Above 



- 


• 


• 










it 




r 














k 


L - 




















Ac 


e 








7 


45-49 


50^54 


55-59 


60-64 


65- 


69 7 Of 


45+ 


Type of { 
Institution 






• 
















* * 


i 












v 














^8.3. 




*1$6 


.*«2 


... 


iooJV 




34.6 


> 




14^ 




P^, 2.0 


JOO.d' 
















4-Yesr v 


32.3 


28.9 


19.9 


,13.6 


4.1 


4. 2 


1 ~loo.6 


















• University 


34.8 


26.6 


20.4 


13.9 


3.7 


J 0.5 


100.0 


PUBLIC 


32.7 


27.1 


21.9~ 


13.4 


4.3 


0.6 


100.0 


2-Year 


29.5 


29.6 


20.2 


16.6 


3.8 


0.4 


100.0 


4-Y«ar 


35.* 


2fr.?~ 


- 22.1 < 


11.1— 


"-4.4 


>0.S~ 


100.0 


University 


32.2 


26.1 


23.0 


13.7 


4.6 


0.5 


100.0 


TOTAL 


32. B 


27.4 


< 

21.4 


13.4 


4.3 


0.7 


100.0 



Other Estimates 

> COFHE , 30.0 26^1 22.2 15.4 
Udd-Llpset^-32.1 31.1 19.4 A. 6 
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Despite the broad similarities in age structures, there ,is 
some variation by type of institution in the percentage of ; 
-faculty within five years of retirement. The percentages 
of faculty age 60 to 6*4 f relative to faculty "age J*5 and 
above* varies from less than 5 percent to over 30 percent'. - 
. Nn dlscernafrle pattern appears across types of 4 institutions 
or by age of mandatory retirement. This leads us to 
conclude that while no particular type of* institution is 
uniformly confronted" by a particulaly pld or young faculty, 
a few institutions within each group will 1>e faced over, the 
next five years with .predicting the retirement behavior of 
a*significant perehtage <*>f their faculty, those 60-64. 
Two-year institutions are most lively, to face this 
predicament, since over half of those institutions with 30 
percent or more of theitvraculty H5 years of age and over, 
and expected to retire Within the next five^y^ars, are 
tfco-year public institutions. ? . 

£• Projected 3tudent Enrollments « *A major, uncertainty 
faced* by instltutipns projecting future hires of n£w * 
faculty meptTers is the expected growth* in stuaen^ 
enrollments. Enrollment growth will allow them to* absorb 
higher retirement ages and still permit them to hire young, 
new faculty members. ^ * ^ 

Our questionnaire asked institutions to provide estimates 
of projected enrollments, of full and part-time students in 
1983* Unfortnately, only 59 percent of lhati tutions could fc 
provide 'such project ion,s. While t*he low response rate on 
this question reduces the validity of ou£ results, It also 
suggests that a*high proportion of institutions of higher 
s education laoK some of the basic information that is 
necessary for accura te personnel planning*. £r their 
1 fflf om)aiiqn is necessarily so uncertain -that nov reasonable 

Precise f ro.jftotlnn nrnilrl h n pnnwIiW* Th n ri n t n_ 



institutions do give u\s some indication of what this part 
of the sample projects about future grotfth and decline. As 
expected, the next three years is seen as^i time of neither 
precipitous, growth nor precipitious decl*iw*in student * 
enrollments. Overall enrollments are expectec* to inorease 
by approximately 5 percent. The rate of growth for small 
sohools is dependent on the initial small size of many 
schools Agd as ^ result large percentage increases signify 
the addrtfon of only a few hundred students. • Thus, it is 
perhaps more valid to look at *the expeoted growth at 
Institutions with enrollments of 2,500 and .over. 

Large two-year institutions expect the most rapid growth, 
with rates of .between 8 and II perent over the next three 
years. Four-year colleges in the public sector expect a 
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period of stability, while private* fcur-year institutions 
expect more- rapid growth o| between 6 and 12 percent in the 
number of enrolled students, public universities expect 
enrollments to # be stable while private universities are the 
most pessimistic in expecting decline in enrollment of 10 
» percent. Whether these enroCfment* predictions will be 
realized remains to^be seen/* S 

The pessimistic projections of private universities are 
important in evaluating ttieir response to proposed changes 
in legislation governing mandatory retirement/age. In 
fadt, institutions with, mandatory retirement age of 70 and 
65 across each type of institution expect approximately 
identical rates of growth in enrollment. 

6. Summary . The data on tenure, mandatory retirement, 
faculty age structure, extension policies, and student 
. enrollment prospects provide perspective on the environment 
.within which institutions in our sample will fla^e to adapt 4 
tb a rising age of mandatory retirement. In Cfi'ls 
environment mandatcVy retirement age policy is~40&' > 
uniformly administered since extension policies are%, 
force; dat*a on the age structure for insti tut ions" w^W%ge 
65 mandatory retirement indicate that extensions are often 
used since a surprisingly high jfercentage of fa-culty in, 
institutions with mandatory retirement ages of 65 and oider 
are above that age. * . * r *i*i *• 

Particular institutions, howe°ve>, may^ faced ^Lth higher 
numbers of delayed retirements over, the ^next five years 
than will others. This could be^an ,'a<cute problem if they 

' Yind that f acuity between the ages of 60 and 6*l who would 
otherwise have retired, postpone their retirement when the 

exemption ^x plr oo . Cl e arly T yiQ g Avnr J if in^untu ^ nave 

used extension police liberally in the past, even * 
institutions with a high proportion of faculty age 60 to 6*1 
may in fact find little -change in retirement patterns as 
the stated age of mandatory retirement age rises. It is 
important .to note that the majority of institutions with 

►particularly aid age structures are those institutions 
whose major mission is teaching and not research. 

Student enrollment growth projectio^^indicate that if 
faculty members do postpone ret v ir^aent and, as a result, 
their employing insti tutitffts ertpelience fewer job openings 
as a re-sult of retirements, the smVll projected increases 
in. enrollment will provide little flexibility in augmenting 
the total size of the faculty durJmg'.this period. We have 
already noted that large universities are particularly 
pessimistic about the enrollment* increases they can expect 
over the next three years. 
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C. Retirement Benefits and Their Impact 'on Retirement . 
. • 1 ♦ General Characteristics 

Important factors* determining retirement timing are the 
amounts of expected retirement benefits' and changes in 
these amounts with additional years of work. Virtually all 
institutions of higher education offer their faculty 
.members some kind of retirement plan coverage. Among those 
covered by plans, 83 percent of all institution^ offer 
eitKer TIAA-CREF or a#State plan. It is primarily the 
small institutions that offer either on coverage or a 
non-state non-TIAA-CHEF plan. Thus, almost 95 percent oP 
full-time faculty members are employed in institutions with" 
either a TIAA-CREF or State plan. For this reason we 

* concentrate our attention on the characteristics of 
TIAA-CREF and state plans and the provisions which ^ * 
encourage or discourage retirement age age 65^ for 

'© institutions in our sample. 

The distribution of institutions- offering these plans are 
shown in Table 8. It is apparent but not unexpected that 
private institutions ar t e covered primarily by TIAA-CREF, 
while most public institutions offer a State plan. Thus, 

• to some extent our attempt to isolate the impact of 

, TIAA-CREF versujL state plans on retirement probabilities is 
confused by theAlgh correlation between institutional type 
and plan offered. Fortunately, however, there are Tiigh 
percentages Sf four-year public institutions (32 percent) 
and putflic universities (25 percent) that offer a TIAA-CREF 
plan as well as a State plan. Within both the public and 
private groups there is little variation in type of plan 
offered by age 65 and age 70 mandatory retirement. * 

0 

.TIAA-CREF and State plans differ sharply in the method of 
calculating benefits. While TIAA/CREF calculates benefits 
on* the basis of past contributions and interest accumulated 
over time on these contributions, most state plans 
calculate benefits on thp basis of average salary and past 
service/credits. 

When a person covered by a state plan chooses to postpone 
receipt of benefits from age 65 to age 66 by working an 
additional year, the absolute amount of the annuity 
expected will generally rise both because the average 
salary increases, if higher earnings are expected during 
that additional year and because the average is multiplied 
by an additional year of service. Under TIAA/CREF plans 
the shorter lifetime of a person retireingf at 66 would raise 
. benefit amounts even if the total accumulation did not 
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Table 8 



Typee of Plene Offered by 
Inetitutione of Higher ■» 
(coluane total 100*0 ecroee) 







TIAA 
Only 


Other non- 
Public 


Stete 


Stete 

V Only 


Other 
TIAA 


Non- 


Other 
Only 


of no 

Information 




Type of 
Institution 






















' PRIVATE 


62.1 


6,3 


0.3* 


1.3 


0.0 




15.0 




14.2 




2-YearJ^*" 


34.8 


-8.1 


0.0 


12.3 


0.0 




16.3 




16.4 




W-Yeer 


64.8 




0.0 


6.0 , 


0.0 




16.3 




13.1 




i 

University 

^ 


16.4 


f 


6.4 


o'.o 


0.0 




6.0 




2.8 

•* 




PUBLIC 


9.3' 


0.0 


15.8 


* 67.5 


1.6 




0.9 








2-Yeer % 


0.6 


0.0 


7.3 


85.0 


» 2.5- 




, 0.0 




4.6 




4-Year 


21.4 


0.0 


31. 3? 


38". 2 


0.0 




2.9 




6.0 




University 


37.4 


0.0 


24.8 


33.8 


0.0* 




- 0.0 




1.1 


s 


j , TOTAL' ' ^ 


33.3 


2.8 


8.8 


37.4 


0.9 




7.7 




9.2 












'* ' 




« 




























• 



28.9 
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change between age 65 and age^66. A" person covered by 
TIAA/CREF, can also expect additional accumulations both" 
because of the additional contributions made based on .the 
additional year's salary and the aditional dividends t^hat 
will "be earned by- the accumulated amount,* * 

4 

Annuity Value of Pension Benefits 

For each State plan and TIAA/CREF we estimated the annual 
annuity tl^at 'we^jld be received by a person at age 65 and if 
retirement, were postponed by one year the annuity that 
would then be received at age 66. vSuch a person is assumed 
to have'worked from age 32 at a beginning salary ,pf $3,200 
until age '65 when earnings as a full f professor were 
$33,150. This earnings stream JLs based on actual data * 
obtained on earnings of college and university faculty at 
various rajiks from 1946 to 1-980. In addition,, we 
hypothesized that if such a person continued wording until 
age 66., salaries would rise" by 8 percent to $35,800. 

In Table _9 the means of the annuities, present values and 
their change are presented. In comparing across State 
plans the annuity a persort' with this §alary schedule would c 
be eligible for at age 65 we find large, variation, ranging * 
from a low of $5700 to a ^high of £26,000 with a mean ^ 
$18,8^. • If this person "continued to work for an ** 
additional year, receiving* an 8 percent higher salary, 
benefits would rise by an amount ranging from a low of c 
seven .percent to a high of 16 percent; depending on the 
benefit formula of the plan. The mean increase is 11 
percent. At age 66 our hypothetical person would pe 
eligible for a mean annuity of ~$21,016, ranging from 
$10,800 under the "least gene'rotfs" plan to $29,374 under, 
the "most generous" plan, ' ' ^ 

At first glance this rise in annual benefits might appear* 
to encourage people ,to postpone retirement because it makes 
them eligible for higher retirement benefits later. 
However, evidence has been presented in other studies* that 
it is not the absolute size of a benefit but the present 
value of future benefits discounted to the present that is 
of primary importance in determining retirement timing. 
Discounting the stream of all future benefits gives us a . 
different picture of the financial advantage to faculty 
members of continued work beyond age 65. Assuming no 
post-retirement inflation adjustments, we estimate that a 
nominal discount ,rate of 15 percent is the most ^realistic 
rate to use in evaluating the present value, of these 
benefits. Discounting all future benefits at 15 percent 
reduces the present valuye of benefits between age 65 and 
66 for all plans by 6, percent. In the case of the "most 

. ■■(.. 
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Table 9. 



Mean Size of Benefit and Present 
Value" of State &*TIAA Plan Benefits 



J> 



Mean Value of " 10Z 

Annual Benefit at 65 \ 
Benefit at t 66 ** 
Change - 



Discount Rate. 

18,824 
21,016 
11.51"^ 



15* 



Present Value at 65 137,778 
Present Value at 66 ^ 103,177 

Change * * ni ' 4 1* -2.1Z 



135,027 
97,214 
-5.9Z 



TIAA-CREF ' ' ^ 

v \ Benefit at 65 
•Benefit at 66 * 

Change , ' * 

Present Value at 65 136,467 

Present Value at 66 ^ 102,195 

Change -2.4Z 



18,645 
20,731 
11. 2Z 



133,3-93 
95,893 
-6.2Z 
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generous* plan (in which annual benefits rise by 16 percent 
between ages 65 and 66) the present value of x the future 
income stream declines by Z percent between those " two 
ages. For the "least generous" plan (benefits rise by 7 
percent) -the decline in present value if benefits were 
postponed wojrtd be il percent. This situation is only 
soi^ewhat improved if we assume a 10 percent discount 'rate . 
In fcMs^sJrtuation, the mean decline is "only" 2 percent. 

Examining' TIAA-CREF benefits we see that the situation is 
not much different. Annual benefits rise by a me^n of 11 ' 
percent 'if 'retirement is postponed from age 65 to 66. 
Interestingly enough this benefit increase is the increase 
that a person with the same salary history could experience 
under the State plans. -This suggests that despite 
fundamental differences between defined benefit and defined 
contribution pension plans, an additional yekr of service 
ar.d the raising of the income average upon which defined 
benefit plan benefits are baseu, results in an increase 
exactly equal to that which would be experienced under a 
typical TIAA-CREF plan. Present values and changes with 
postponement are also comparable. 

In concluding this examination of annual annuities, present 
valuer, and their changes with an additional year of work, 
it is important to emphasize that for all State plans, with 
only a few exceptions, anfl TIAA.-CREF plans when future 
benefits discounted at 10 percent, t he present value of 
these be nef its^ declines when benefits are postponed . 
TIAA-CREF plans are comparable to most. State plans both in 
.absolute size and increase in tlje annuity which would be 
received if a person with the hypothesized wage profile' 
postponed benefits and worked an additional .year and in the 
change in present value of the future income, stream upon 
postponement. Differences among institutions in salary 
level and annual changes will also influence final" benefit 
amounts and change. However, these differences, will not be 
due to basic differences in plan characteristics. 

Inflation and Retirement Benefits 

Introduction. * The achievement of the adequacy goals of a 
retirement income program may be frustrated by price 
inflation. Unless retirement income levels are adjusted as 
consumer prices rise, the standard of living of retired 
persons wi l l dec line over time to a level far below that 
contemplated % by t institutions in formulating retirement 
income programs or that expected by retirees as they 
contemplated retirement. Thus, expected price changes 
during retirement can have a~major effect not only on real 
retirement benefits of retirees but on the age at which 
they choose to quit work. 

* 

\ 
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This section discusses several methods that have been 
incorporated into academic retirement plans to offset the 
effects of inflation on retirement income . There are two 
principal methods: (1) ad justments^ .to post-retirement 
income, and (2) mechanisms that reduce* the impact of 
pre-retirement inflation on intital retirement benefits. 

Virtually all faculty members in feigner education are 
employed fn institutions that participate in either a State 
plan covering college faculty or in TIAA-CREF. £!l 
addition, 8H percent of air institutions and most faculty 
members' participate in Social Security. The inflation 
adjustment mechanisms of these three types of retirement 
income programs is discussed. 

D » Adjustments to Post-retirement Income, \ 

Variable annuity ; Retirement income under a variable 
annuity is stated ,in terms of units, with the dollar value 
of the unit determined by the aggregate doHar value of the 
fund supporting the pension liability. Under these plans 
there is no guaranteed benefit amount. Variable annuity 
options are offered by six of the State plans th>t cover 
institutions responding to our survey. Experience suggests 
that generally faculty members are not eager to participate 
in the variable annuity oRtion, and as a result they 
receive the major portion pf their annuity from the defined 
benefit component of the plan. 

The variable annuity coponent of most State plans is ^ 
similar to that of CREF, and this makes it possible to 
evaluate the recent ability of variable, annuities to adjust 
to inflation by referring to the CREF experience. 
TiAA-CREF participants have the option of splitting 
contributions between the fixed annuity component, TIAA, 
and the variable annuity component CREF. However, as 
recent experience of CREF Attests- variable annuities are 
subject to large short-term fluctuations, even though 
long-term gains may approximate prince increases. 

Adjustments to fixed annuities* Post retirement 
adjustments to fixed annuities are offered by the 43 State 
plans that cov<er institutions in our sample. Ih addition, 
the fixed annuity received from a TIJfA account is adjusted 
by experience jiividendfe, as discussed below. 

Automatic adjustments* : These adjustments may be triggered 
oy a price or wage index, although in nine state plans in 
our sample benefit adjustments are unrelated to price or 
wage changes. The only index used to adjust 
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post-retirement benefits for the plans of responding 
institutions is the Consumer Price Index (CPI), Social 
Security benefits are fully CPI adjusted. The most 
prevalent pattern for faculty pension plans allows a 
partial CPI adjustment up to some limit, usually 3-4 
percent but running as high as 7 percent. Three plans have 
either full or partial CPI adjustments without caps. 

Four plans in our sample offer an) automatic constant annual 
increase in retirement benefits at a rate between 1.5 and 
3.0 percent. Such ad justments while predictable, increase 
the^danger that price changes will outstrip benefit changes 

Ad hoc adjustments : Ten other plans for institutions 
covered in our sample offer ad hoc adjustments. These 
plans offer no automatic adjustments of a definite 
prescribed na.ture . Two plans state explicitly that ad hoc 
adjustments are- based on the investment, experience of the 
plan. These adjustments are unpredictable in that, they 
need not be granted} if they are, the percentage adjustment 
will vary depending on retirement date and investment < 
experience. 

Fixed dol lar annu±tT"divi7le^ds i TIAA is an annuity that 
guarantees a fixed annuity equal to the annuity that can be 
purchased by the individual's prior contributions plus 
accured, earnings. During retirement, investment earnings* 
generated in excess of those anticipated by ttie assumed 
interest rate result in dividends and higher annual - 
benefits to annuitants. Only to the degree that the 
investment fcains are equal to inflation rates will 
retirees' benefits from TIAA be adjusted, for price 
increases. 

c- ^Adjustments to Pre-retirement Income 

£re-retirement declines in real salaries, mean that the 
increment i n future benefits resulting from an additional 
year of work, or an additional year of contributions, will-' 
also- decline in real terms. The options for mitigating 
this effect of inflation on retirement benefits varies by 
type of plan. Defined benefit plans may (1) reduce the 
averaging period, or (2) calculate benefits based ot^real 
earnin qgg& Detyned contribuion plans may (3) increase 
require^pntribu^ions or (4) provide contributions to 
purchase units of an investment fund. 



^ Continued Work as Ah Adjustment to Inflation 

With the possible exception of those plans with a variable 
annuity component, faculty members in higher education can\ 
anticipate some erosion in the real value of retirement 
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benefit both due to declining real salaries prior to • 
retirement as well as to inflation after retirement. 
Because post-retirement benefits are rarely adjusted by the 
full change in CPI and because some increase in salary may 
be* anticipated if retirement *s postponed, continued work' 
may partially offset the effects of 'anticipated inflation. 
Salary and service increases will raise benefits from a 
defined benefit plan. Additional contributions, plus an 
additional year of fund earnings will increase guaranteed 
> benefits from a defined contribution plan. 

The effect of continued work pn retirement benefit is 
illustrated in Table 1C. No actuarial reduction- upon 
. retirement betwee # n 62 and 65 is assumed although such " ' 
reductions are common. An S percent inflation rate is 
assumed, a not unrealistic long term rate for current 
retirees. In such *a. plan the effect of post\retirement 
inflation and delayed work is illustrated for\ three 
1 s *^* ion * 8 n ° in f lation adjustment, a 4 percent simple 
adjustment, and a *J percent compounded adjustment. 

The lower half of the table illustrates benefits at age 65 

a 1o Ll?'!?i lty m f m ^ r ? arti P a ting in <a fclAA plan with 
a 10 percent total contribution rate, an assuined 6 percent 
interest factor, and a 3-5 percent contribution 
administrative expense factor. Benefits are those based on 
v . an assumed dividend rate during the post-retirement 
period. The Yaculty member for thi-s .illustration is 
assumed to have started work kt age 32* in 1946-117* with a 
salary of $3200. By age 65 this person earned $33,150 and 
received salary increases of approximately 8 percent during 
the* last few years of work. * <* 8 

.Between age 65 and 75 a retiree can expect to have 
unadjusted retirement benefits dec^ne .in real terms bv 54 
percent-fro* $18,453 to $8,589 la 'Panel ll If retirement 
had occurred 3 years earlier at age 62 the real decline - 
would have been 65 percent. Continued work in a defined 
, benefit plan with allowed service and salary credits untl 
age 65 would'increase benefits by 30 percet in nominal * 
terms over the three year period (f rom, $14 ,2l5 to < 

?J ,5 ?? ) ' This 30 P er% cent difference would be maintained 
throughout retirement.. 

f s The ttiira'pannel shows that compounded, adjustments would 

reduce the earl^ retirement penalty, because early retirees 
would hav* beneWts adjusted between 62 and 65 while the 65 
year old retiree would "lose" three ye£rs of adjustments. 
The higher the CPI adjustment, the narrower the difference 
between early and later retirement. 
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Table 10. 



Illustrative Pension Beneflta at Age 62 and 65 
~* Dnder Four Types of Retirement Plana 



State Plana ; Formula ■ 3 years averaged x .02 x year* of aervice 



No CPI Adjustment 

Xt 62 
At 65 
At 76 

75 * 
At 80 

75/65 * 

With CPI Adjuafment_ 
AX Hot Compounded 

At 65 
'At *70 
At 75 
At 80 
75/65 



Retire at 65 
ill 



two r king) 
18,543 - 
12,620 
8,589 
5,845 
46.3 



18,543 
13,125 
8,933 
6,079 
48.2 



Retire at 62 

in 



1 

*4,210 
9,671 
6,582 
4,479 
46.3 



14,778 
10,058 
6,845 
4,658. 
46.3 



Ratio of (l)/(2) 



1.305 
1.305 , 
1.305 
1.305 



1.25 
1.305 
1.305 
1.305 



With CPI Compounded 

42 Adjuatment » * 

At 65 • 18,543 15,984 1.16 

At 70 14,879 12,827 1.16 

At 75 11,940 10,292 1.16 

9,581 8i259 1.16 



64.4 $4*4 



Yearly Annuity from TtAA Plan . 

Aasumed 10. OX of salary accumulated, 6Z interest factor, and 3.5Z Contributor 
Administrative Expense Factor. 



Accum. . 134,311 / 102,786 1.305 . 

•Benefit 2 - 18,226 \ 13,300 1.371 

^e retiree will receive $14,210 in current dollars at age 62 and throughout 
retirement. In real terms, the Initial benefit at age 62 will be higher than 
at age 65, the reference year for calculating real) benefits. 

' \ 

2 % 
Baaed on yearly TIAA re tea effective January 1* 1979, Including dividenda 

based on dividend scale effective January 1, 1981. ' 
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t The bottom panel shows the benefits under TIAA at age 65 
and age 62. Benefits for early retirees would be smaller 
both because of 30 percent lower accumulations as a result 
* of a shorter worklife and t>^actuarial adjustment. 

Thus/ in the absence of an Inflation adjustment me chan ism , 
prospective ret irees will find that postponing retirement 
can slgnlflcan tlyJ raise benefits and allow them to weather 
the impact o f inflation somewhat better when they do retire , 

Early' Retirement Incentives 

In addition to the aegul"ar retirement benefit* formula, 
which may or may not encourage retirement at a particular 
age, many institutions have introduced retirement benefits 
that can be ecieved on retirement occurring prior to the 
normal retirement age. There is a growing literature on 
this topic that covers the detailed features of such 
programs, their costs.vand their effectiveness in 
encouraging retirement. 

Hypothesizing that many public and private institutions may 
wish to encouragte^early retirements without going through 
the time consuming process of lobbying for* legislative , 
change in State plans covering all State workers or in the 
costly route of instituting permanent changes in their 
TIAA-CREF plan -covering all employees, we* tried to obtain 
data on early retirement benefits that are paid out of 
institutional budgets and designed specifically to target 
on.potfcntial early retirees. Even this type of benefit 
wtuch would target specific employee groups is not commonly 
used ampng the institutions in our sample, in fact, only 
three percent said they had such a program. 

Finally, we questioned institutions about the existence of 
early retirement programs which are integral part of the ' 
pension plans covering faculty members* We received a far 
higher percentage of positive responses to* this question,, - 
with 20 percent of all institutions saying they had such a 
program, including 36 percent o*f private universities and 
22 percent of public universities* Two-year institutions 
were least likely to offer such plans* In examining the 
particular provisions of these plans, however, it is. clear 
-tuat almost half of the programs are optional tax deferred 
^ annuities Hhich are available to faculty member^ through. ~ 
salary reductions unaer Internal Revenue Code, Section^ 
403(b)* Payments into such plans are made entirely by 

faculty members and no contributions are made- by the 

t institutions themselves. Thus, such plans are available at 
no or only small administrative cost to institutions and do 
not represent an additional benefit paid by the institution' 
to early retirees* 
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While such plans do not differentiate between early and 
later, retirees, a high percentage of institutions see 
these plaps as not only early retirement incentives but 
.also as a method of increasing benefits available to s 
faculty members at an unchanged retirement age. This may 
be an explicit recognition on the part of personnel 
administrators of the importance of the size of benefits in 
determining the retirement timing of faculty members. 

In view of the findings presented in the section on „f acuity 
retirement expectations, we examined the percentages of 
institutions that a llow faculty members to reduce their 
workload prior to normal retirement age. Only 36 percent 
responded that they did allow faculty members to take this 
option. Our findings show that, although faculty members 
appear greatly* interested in reducing work prior to normal 
retirement, a large percentage of . institutions have ?ot 
adopted this option that might enbourage faculty members to 
retire or to retire partially prior to expected retirement 
age'. Only 31 percent of institutions with a mandatory . 
retirement age of 65 provide such a progr^fc option while 
half of the institutions with a higher mandatory age have 
adjusted in part by offering the option of reducing work. * 
loads. This helps to accomodate those faculty members who 
wish to continue working beyond the normal retirement age 
and yet either wish not to continue at full-time schedules 
or cannot do so because their departments prefer that they 
not participate as actively in academic affiars. In 
general, institutions that allow faculty to reduce their 
workloads prior to retirement provide this option to all 
faculty members and are most likely to offer this option 
beginning at age 55. m 

The Effect of A Mandatory Retirement Age on the Probability 
of Retiring ; i 

This section explores^the effect of a mandatory retirement 
•age on the retirement' rates for 1978-79 reported by 
institutions in our sample.' First, we jLook at retirement 
rates of public and private institutions.- Next we briefly 
discuss, the correlation between our retirement rate / 
variable and other variable's hypothesized, to affectf this 
rate. Finally, we investigate this retirement rate 
utilizing several variables in order to test the causal 
relationship. % * v * 

Probability of Retirement 

Definition- of the Retirement Variable : We estimate the 9 
probability of retirement for each institutions's faculty 
from survey, data on the current (1979.-80) age structure of 

/ i 
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faculty, and the ages of faculty members who retired during 
the 1978-79 academic year. . 
\ . * 

.That a mandatory retirement age may make some small 
difference in retirement rates is suggeted by Table 11. 
Mean probabilities of retiring between 60 and 6^ in the 
public and private sedtor are shown, grouped by whether 'the 
institution had a mandatory retirement age of 65 or not. 
The second panel shows probabilities of retiring by a 
pre-1978 mandatory retirement age. A current mandatory 
retirement age of 65 may make some difference in the 
private sector, though little difference in retirement " 
rates by a mandatory retirement age is apparent for public 
institutions in our sample. 

« * 
Bep^use recent retirees may have made retirement plans 
prior to the 1978 ADEA Amendments we looked at the 
relationship between the 1978 mandatory retirement age and 
retirement rates. 9 The results are striking. In both ' 
sectors a pre-1978 mandatory retirement age of 65 increases 
the probability of retiring by 10 percent. Rates are 
identical across- sector by mandatory retirement age. . The 
difference in the two pan/Ts may be due to the fact that 
schools in* the public sector wire most likely to have * 
changed their mandatory retirement age in response to the 
1978 ADEA Amendments, thus obscuring- the relationship 
between mandatory retirement age and retirement timing of 
their faculty. This implies that recent faculty members., 
having* made plans to r.etire within two years did not change 
their plans as .the mandatory retirement age chatoged. 

Regression Analysis s 

Simple correlations do not control for relationships among 
variables ^nd therefor^ obscure the effe^s erf particular 
variables on the probability of retiring. To eliminate the 
confounding effect of the Relationship among different I 
variables, flfe utilized regression anasysis to determine the 
probability of retiring between 60' and 6$ based on a 
variety oT variables thought to influence *the retirement 
decision, ^ 

The two variables -which are consistently significant in our 
equations are the change in present value of* all future 
benefits if retirement is 'delayed from 65 to 66 and the- 
health insurance variable. The finding that the former 
variable is significant is consistent with the conclusions 
of BurkhauseT" and Quinn (1980). The health insurance " 
variable measuring whether retirees can continue coverage 
under ttfe institution's group health plan was consistently 
negative in all regressions run. From this we-con6lude 
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Table 11. 

Probability of ltetiring at Ages 60-65 

by A Re of Current MRA, Pre-1978 
MRA in Public & Private Institu t ion s 



Current MRA 



Type of Institution 65 66+ 

9 Public \_ .5070 .5136 

Private .5718 .4775 

• Pre-1978 MRA 

Public *5486 .4631 

Private .5483 '.4787 
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^ that whether or pot an institution offers retirees the 
option of continuing' coverage *is ac^major determinant of 
whether faculty members approaching retirement a*ge will 
retire or will continue working i,n order to maintain 
coverage/' Although many faculty members at age 65 would be 
eligible for Medicare coverage,* younger spouses and other 
dependents not eligible for Medicare may m^ke health 
insurance coverage under a group plan of vital importance 
to older faculty members. '/ 

Variables indicating whether or not faculty members may 
reduce their workloads^ prior to retirement and indicating 
whether or not an institution provided supplementary early 
retirement benefits were included in order to test two 
hypotheses related to early retirement incentives. Neither 
of these variables appear to be significant although this 
may be in part that the # variables are t not in fact measuring 
the phenomenon that we would like them to represent. 

Because of -the importance of health insurance, we included 
various other fringe benefit variables in our regressions 
noe of which including the life insurance variable proved 
to be important. k 

Because or our findings presented earlier, that • 
'institutions x with an age 65 mandatory retirement age had 
very different compulsory retirement age policies, we 
attempted to develop variables which would capture the - 
interaction of mandatory retirement and extension 
•policies. .These resul.ts ^indicate that'the effect'of a 

* mandatory retirement age is* a much more complex phenomenon 
than is ii dicated by an analysis in which the mandatory 
retirement age alone is present. Clearly, extension 

€ policies matter* why they matter' is not as yet clear. 

^ Since many schools have changed* £heir mandatory retirement 
age in response to the 1978 ADBA Amendments we -hypothesised 
that in fact recent r retirees /retired because of plans made 
at a* time prior to the recent change in the mandatory 
retirement age. Thus, we estimated the same relationship 

^ between, the probability of retiring at age 60 to 65 and 

. other variables with the pre-1978 mandatory retirement age 
substituted for the current mandatory retirement age . The * 
effect of the pre-X97tt mandatory retirement age is stronger 

ft than that of the current mandatory retirement age alone* * 
The, effect of the change. in present value of annuities and * 
^ * the, health insurance variable remains significant.^ 

Our findings are consistent with other studies on the 
"importance of changes in present value or change in* " *\ 4 ' 
annuities and the unimportance of the absolute ^size of \ 
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retirement benefits in making the retirement decision. 
Health insurance is a primary determinant*, suggesting that 
if institutions were to allow retirees to tontinue 
participation the group health insuVance plan retirement, 
at or oefore normal retirement age would be more 1 
attractive. Health* insurance appears to be unique among 
non-pension fringe benefits in its effect on the faculty 
retirement decision. ,Our findings suggest that, as we know 
from our survey data, mandatory retirement policies mean 
different things among different schools and that the 
critical variables might actually be the presence of * 
extension policies, the length of extensions granted, and 
the libera/ity with which extensions are granted to persons 
reaching xhe formal mandatory retirement age. Thus, in 
fact, mandatory retirement might.be importaat^al^though its 
importance is not picked up by a variable whichYails to 
•include extension policies. ^ 

Section 5. PRELIMINARY RESULTS FROM THE SURVEY OF FACULTY ' 
PERSONNEL * 

We report below selective results from our survey of tenured 
J-culty members age 50 and above. 'Additional material will ^e * 
included in the final report. These results encompass several 
areas of interest: the health of respondents, feelings about 
retirement, attitudes of faculty members towara* continuation of 
the exemption and toward complete elimination of a. mandatory 
retirement age; thair *expec^d age of retirement and recent 
changes in their expected age of retirement; awareness of the 
ADE£ Amendments; likely responses to early* retirement 
inducements; and likely responses to expected rates of 
inflation. ' v 

a. Health v 

Faculty members are an extremely healthy group, with less than 
four percent of them reporting their health as "fair" or* 
"poor." Indeed, two-thirds of them report their health as 
excellent. 

b. Feelings about Retirement ^ 

WhW^sked how they felt about retirement, i|5 percent said they 
were looking forward to it, another 30 percent were uncertain, 
22 percent did not look forward to it, and less thai^ percent * 
had no opinion. - * 1\ 
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^tTtude's Toward the Exerflption and to Mandatory Retirement 

?T\ " : ; 

* 1 

The attitudes of faculty members, referred to earlier, are of 
key importance in making any decision about continuing the 
present exemption for tenure^ faculty members to the minimum 
mandatory retirement age of w. Our results reveal- oppositibn 
to continuation o£ the exemption. Overall, 70 percent -bf all 
faculty repondeffts indicated that they "oppose" or "strongly 
oppose" continuation of the ex*emption The responses did not 
differ substantially by \ype (two-year, four-year, university) 
.or control (private, public) of institution. 

Considerable discussion has already occurred about the eventual 
removal of the minimum mandatory retirement age. -fWe asked 
faculty about their attitudes toward such a change. The 
results indicate somewhat less enthusiasm for a pomplete 
uncapping of the age^ limitation. For the entire sample, 60* » 
percent'of all respondents "favor" or "strongly favor" complete 
elimination of ^mandatory ^retirement ages for faculty members. 
Faculty members at two-year institutions were most supportive 
of uncapping? faculty members at universities were least 
supportive of eliminating the mandatory retirement age. (Table 
12) > > 

It^is important to recognize that some faculty oppose these 
changes; Thus, we^find that about a fjlfth of all faculty 
members "favor"* or ^"strongly favor" continuation of the age 
sixty-five exemption, but ther^-i«. no evidence of differences 
among faculty members at different types of institutions. With, 
respect to elimination of the mandatory retirement age, we find* 
that almot a quarter of all faculty members oppose this- 
change. F culty members from universities register the 
strongest opposition, while faculty members at two-year 
institutions are most supportive of legislation to eliminate a 
mandatory retirement age. These results indicate that while -a 
Substantial majority favors these changes a sizeable minority 
remains opposed. > 

d. Expected Age of Retirement 0 , 

Because we must ultimately assess the labor supply response of 
faculty members to changes hp the mandatory retirement age, it 
is essential to determine the expected retirement ^age for 
eachfaculty respondent. Through a series of questions we asked 
respondents to give their best estimate of the age at which 
they would' retire,* even if this required probability 
statements. As a result, ^e were able to come up with an 
expected retirement age for about 90 percent of all respondents. 
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, Table 12 

Attitude Toward Eliminating MSA 





Strongly ' 
Tavor Tavor 


Uncertain 


Oppose 


Strongly 
Oppose 


No 
Opinion 


Total 
100 


TriW Inatitutioy 


36. 1 23.7 


14.2 ; 


16.2 


8.8 


0.6 


Public Institution 


37.0 21.5 


12.0 


♦18.2 


10.6 


0.5 


100 


Total 


36.6 23.0 


13.5 


i6:e 


9.3 


0.6 


100 

i 


All Institution* 














2- Year 


41.5 28,2 


11.5 


10.1 


7.0 


1.7 


100-.0 


4-Year 
DQiva^ty 


37.3 22.3 
34.9 22.0 


13.9 
13.9 , 


18.3 
18.0 


8.2 
10.6 


0.0 
0.6 
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100.0 
100.0 
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We find the following results. Ten percet of the respondents 
have no idea as to when they will retire and 5 percent say they 
* will never retire. Only two percent expect to retire before 
age 60, 2k percent plan to leave t>y age 62, and another 5 
percent expect tt> retire before age 65. Then , there is a big 
increase, with the 26 percent expecting to retire at age 65, 5 
percent in the 'next two years, and another 35 percent from age 
00-70. About three percent jJlan to retire after age 71. Tne 
several critical ages come at 62 when eligibility*for Social 
Security first occurs, at 65 which is the normal age of 
retirement, and at age 70' which is the present mandatory 
retirement age for many faculty members. f 

e. Changes in the Expected Age of Retirement 

© * * 

Almost 30 percent of the repondents indicated that they had/ 
changed 'their expected age^ of retirement over the past seieral 
years. Of this total 66, percent delayed their retirementFage, 
i 29 percent accelerated .their expected retiprfcment age, and 5 
percent changed it only marginally. Among those who now expect 
to retire at ages 66-67, fdr 'example, most of them pushed bibk 
theii* expected age from 65 (Table 13 )< This change may 
represent a espdhse to the, shift in the age of -mandatory 
retirement. Amonfe those now expecting two retire at age 65, * 
over #alf earlier plan ed to retire before age 65. Among those 
whonow*plan to retire, at age 68-70* two-thirds had earlier 
planned to retire at age 65. ^ 

We inquired > why people s changed their expected age of 
retirement, classifying the response into* four categories: ■ 
t Professional, economic, 'personal, and other. Among those who 
delayed, 58 percent gave economic reasons, 34 percent offered 
professional reasons, with the rest about equally divided 
between pers nal and other reasons,. Faculty members at private 
schools were least likely to offer economic reasons for "their 1 
changes. 

These results contrast sharply with those for faculty members 
\t\\o decelerated their age of retirement. ■ Professional,, 
personal, "and economic reasons' were given most frequently, by 
48, '26, and 18- percent, respectively. 1 

• x - 4 ' 

These results give an indication of the extent to which people 
have, recently changed their mind about their expected age of 
retirement, the direction and magnitude of these changes, and * 
the different patterns of reasons given by those who delayed 
and accelerated their retirement plans. 

1 % • 

Of the 30 percent who did cnange their minds, 85-90 percent 
were aware of * the> new legislation on mandatory retirement. It 

\ - 
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Table 13. 
Chen rc s In Age of Retirement 



Planned Age of 
Retirement 
Before Recent 




Expected Age of Retirement 


at Time of Survey 


<60 


60-62 


63-64 


65 


66-67 


• 68-70 


70+ 


All 


Chan Re 
















* 


<60 

\ 


54.5 


18.4 " 


0.0 


4.4 


0.0 


2.2 


5.9 


7.7 


60-62 


27.3 


16.8 


56.0 


45.9 


11.5 


8.9 


5.9 


23.2 


63-64 


0.0 


r O.Q 


8.0 


5.2 


3.8 


0.6 


' 5.9 


2.3 


65 


18.2 


56.8 


32.0 


11.9 


73.1 


65.4 


47.1 


46.5 


66-67 


0.0 


0.8 


4.0 


1.3 N 


3.8 


3.9 


0.0 


2.3 


68-70 


0.0 


7»2 


0.0 


29.6 


7.7 


19.0 


35.3 


17.6 


— — 


0.0 


0,0 


0.0 


1.5 


0.0 


f 0.0 


0.0 


0,4 


/» All 


100,0 


100.0 


100. 0,100.0 


100.0 


100.0 
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is difficult to know whether those who changed 'their minds were 
responding to the legislation or whether instead the publicity 
surrounding the passage of the Amendments caused respondents to 
give nek thought to, when they would retire. 

Based on these results It Is difficult to directly attribute to 
passage of the ADEA Amendments the changes i n expected 
retirement ages. It isrpossible that many, people, change their 
age of retirement over any several year peMod and therefore is 
no simple method for Isolating the separate influence of the 
mandatory retirement ,age change. > 

Likely Responses to Early Retirement Inducements 

the "extent tffat there is cbncern about faculty members 
delaying their retirement, given &he opportunities many of them 
already have to continue teaching because of change in 
Institutional practices or State laws, we wanted to know how 
they might respond to Inducements to retire earlier. These 
inducements, if substantial enough, couidLlead to further 
reductions_in the average age of retirement. Or to the extent 
that the. possibility of teaching longer exists, these 
Inducements might offset. the tendency of faculty to want to 
continue teaching. Accordingly, we asked a.series of three 
Questions to .get some indications of the possible responses of 
faculty members. 

One question was whether individuals might retire earlier If 
their pension benefits^. were adjusted upward for changes^in the' 
cost of living even th6ugh the recipient would suffer from the 
reduction resulting from early retirement. Just over 20 
percent of the respondents said they would retire earlier were 
such a package available to them. Over 3 s * percent said they 
might possibly accept this package and the remnainder were not 
Interested or not sure. These results suggest that early 
retirement inducements could perhaps produce substantial 
response on the part or faculty members. 

Another question sought to asc&rtaih the likelihood that 
faculty members, as they approached mandatory retirement, would 
go on reduced schedules with* proportionate salary reactions. 
This would amount to a kind of phased retirement by allowing 
faculty members to reduce their desired or expected age of 
retirement. Forty-one percent of the respondents said they 
would take this option. Over 50 percent said 'that they would 
not take this option. 

% 

Response to Inflation * 

The substantial recent inflation and Its serious Umpac> on 
people with' fi^ed incomes prompted us to inquire how peoole j- 
thought they would react to different rates of inflation? At 
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the time of our survey the inflation rate hovered at the 12-15 
percent rate, having risen progressively over the past decade* 
So we wanted to know whether higher rates of inflation would 
cause repondents to accelerate or delay their expected age of 
retirement. ( , 

We first asked whether continuation o<f the current rate of 
12-15 percent would cause them to delay. One-third of the 
respondents indicated they "strongly agree" that they would 
delay retirement if these rates continued. Another one-third 
indicated they agreed with the statement. Only 15 percent 
* voiced disagreement, while the remaining 21 percent indicated 
uncertainty. This distriubtion of reponses suggests that there 
is substantial uncertainty about inflation and what it will do 
to* the well-being of faculty members. 

When asked whether an a celeration of inflation to a 20 percent 
annual rate, even larger percentages of respondents said they 
would delay retirement. We find that 47 percent strongly 
agreed that they would delay; another 20 percent said they 
agreed that th4s would cause them to delay. Only 12 percent 
disagreed. And the proportion uncertain dropped to 12 percent. 
* * 

Finally, we asked whether a reduction in the inflation rate to 
the 7-10 percent range might cause people to retire earlier. . 
' Only 17 percent of the respondents agreed or strongly agreed 
with this n statement . Fifty percent disagreed and 32 percent 
were, uncertain. In short, a reduction in the inflation rate 
much below current levels seems unlikely to produce much change. 

In summary, inflation has already affected the attitudes' of * 
faculty members about their expected age of retirement. A, 
majority, it appears, are likely to delay retirement so as to 
minimize the rate at which the real value of their retirement 
benefits will decline. 

Farther detailed, results from the faculty survey will be 
presented in the final report. & " y 
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Footnote* 



• discussion of the preemption issue see Roman-Hicek, John J. "The 1967 
Age Discrimination in- Employment Act and Preemption: A Case for Broader 'State 
Law*, M Oniversity of Ssn Francisco Lav Review . Winter 1978: 233-310. 

2 

See Section V for a discussion of how sctual retirement practices vere affected 
by the AADEA. 

/ *There is considerable variation among states in the lower limit of the protected 
age group. Because protection for employees below 40 (the lower sge limit for 
the group protected by the AADEA) is irrelevant to the legality of a 11RA, this 
variation is not discussed. 

4 * 

4 L.S.-S.A.tR.S. 23-C.9: Age Discrimination in Employment Act. This exemption 
in many cases is similar to that provided by the 1976 Age Discrimination in 
E»s^wment Act. Since most fscul^ members are covered by pension plans, 

^the ^anqyal of the exemption -of-the 1978 AADEA effected the legal ability 
of educational institutions in these states to mandatorily retire faculty 
■embers at ages below 65 and after that date at lesa than sge 70 until July 
1980. 

5 An additional exemption was provided by the AADEA for high policy makers who 
"for the 2-yesr^peifiod Immediately before retirement Is employed in ►a ..,hlgh 
policy-^oaking^position, if such employee is entitled to an immediate 
nonforfeitable annual retirement benefit from... any combination of plans, 
of the employer of such employee, which equala, in the .aggregate, at least 
$27 ,000." The effect of this exemption on retirement policies ia the aubject 
of another contract awarded by the DOL to Matheaatica Policy Research. 

6 0.S. Department of labqr, Age Discrimination in Employment Act of 1967: As 
Amended. Publication WH-1387 Employment Standarda Administration, Wage and 
Hourjjivieion, Waahington, D.C.: DSGP0, October 1975.. 

7 The potential ambiguity of state lays is demonstrated by the case of Simpson 
v. providence Washington Insursnce Group in which the plaintiff, mandatorily 
retired at 65, alleged a violation of Alaska's age discrimination statute. 
The defendant argued that Alaska's statute waa preempted by the federal ADEA. 
(Further discussion of what happened in this case Upon appeal.) 

^Alaska Stat. 18.80.22(a)(1):, Mont. Rev. Code Ann. 64-306(1977) 

9 R.J. Rev. Stat. 10-5-4, 10^5-4(e). 10-5-12(a)' . 

1 California, Connecticut, Florida, Hawaii, Illinois, Iowa, Maine, Maryland, 
Michigan, Hinnesota, Nevada, Hew Mexico, South Carolina. California changed 
ita protected group from 40-64 to over 40 in 1977. in the s^me year-Michigan 
changed Ita protected age group from 18-60 to all adulta. W c 
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Part V * 
Footnotes Continued 



\ 

U Color«do (18-60), Georgie (40-65), Kentucky (40-65), New Hampshire (18-65), 
Ohio (40-65), Rhode Island (45-65). South Dakota (18-65), Utah (40-63), Vest 
Virginia (40-65) ' 

J^DellWe (40-&) , Idaho (less than 60) , Indiana (less th£n 65) , Nebraaka 
(40-65), New York (18-65), North Dakota (40-65), Oregon (25-65), Pennsylvania 
(40-62), Texas (21-65), Washington (40-65), Wisconsin (40-65), D.C. (18-65) 

13 * 
Oregon protected priva.te workers aged 25-65 and had a BFRP exemption, Georgia, 

while it sepcified a BFRP exception, allowed an enployee-to valve retirement^ 

benefits in order to avoid mandatory retirement. Thus, effectively, ft ftSd Only 

a protected age group of 40-65 a^d no exemption. 

14 

South Dakota protected 18-65 year olds without a BFRP exemption. Texas, 
protecting employees between 21 and 65 yeara of apt*, had a BFRP exemption 
applying specifically to higher education. 

15 California, Connecticut, Delaware, Georgia, Illinois. Indiana. I qwa. Louisiana, 
Maine, Kassachusets, Minnesota, Nebraska, New Hampshire, Ohio, Rhode Island, 
South Carolina, South Dakota, Utah, Oklahoma and Wisconsin issued executive 
orders. « % 

1 ^See fn. 10 for namea of ^states. 

17 «- 
See fn. 11 for namea of states in this group. 

Georgia adopted legislation in 1978 protecting employees 40-65 of state 
agenclea or subdivisions. Thia atatute had a "sunset Clause's that repealed i 
itaelf effective 7/l/80. This brief interlude durtLng which tenured faculty 
membera were covered by federal and atate codes against age diacrimination is 
■ treated is "no change" since during this time as it did before 1978 and doea 
alnce 7/1/80 the federal AADEA governa 4he legality hf MR policies in state 
universities and colleges. 

19 4 
Moat of the exemptiona were granted tio employeea of higher education in general. 

Since nog*tenured faculty, employees could not be" retired prior to age 70 under 

the 1978 AADEA, thia more generous exemption' at the state level was preempted f 

by the 1978 AADEA* a restricting MR for all other employeea to age- 70 or older. ^ 

Though not so apecifically stated, the atate exemption for all employees in 

education* could be applied only to tenured faculty- * t 
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Introduction to Research Findings . ^ ^ 

An assessment of the feasibility of modifying the present 
mandatory retirement age requires an understanding of 
consequerfces of mandatory retirement policies for the i^or 
force. To a considerable extent the great majority of current 
labor force participants have anticipated a retirement age of 
65 during most of their working careers. The recent shiftAof 
the mandatory f retfirement age to 70 may result in changing the 
planned age of retirement for labor force participants. In 
order to evaluate the feasibility of additional modif ication'of 
the mandatory retirement age,* including its possible 
elimination, it is essential to document the reasons for the 
existence of mandatory retirement policies, the effects of the 
former age 65 criterion an<i the most recent consequences of an 
increased mandatory retirement age of 70, This information can 
then be combined with projections of the probable long term 
effects of eliminating the mandatory retirement age to provide 
a more comprehensive basis ^ w ^r ecommendations regarding 
changes in t)ie mandatory /etirement age, 

x « The Devel opment of Mandatory Retirement Policies 

This section summarizes information on the historical 
development of mandatory retirement policies, /employee and 
employer ratinna^-foV mandatory retirement, ^recent economic 
explanations^ of .mandatory retirement, consequences of 
non-neutral pension plans, .and the incidence of mandatory 
retirement rules $rior to the ;$78 ADEA amendments. f * 

Employer mandatory retirement rjules and empaoyer pensions have 
historically been closely related. Prior to the widespread 
adoption of formal pension plans during the I940 1 s, both 
pensions and mandatory retirement rules were rare, the'chief 
labor benefit for workers between 19Q0**and 1930 'was the 
reduction in hours of work at younger ages, rather than pension 
plans. After World War II, reductions in work, at older ages 
surpassed overall reductions in working hours as a major labor 
supply trend. For example, labor force participation by males 
aged 65 and over fell- from 48 percent in 1947 to 20 percent in 
1978. A g 

As the Social Security program developed in the late 1930 f s, 
ideas ana policies- to encourage retirement arose. This led to ^ 
the development of both compulsory retirement rules and pension' 
plans to help facilitate retirement.. One of the clearly 
understood purposes of 0ASI when^it was enacted in" 1935 was to 
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Encourage workers to leave the labor force by providing a,n 
economic base for retirement. It was argued that this would 
result in more jobs for younger workers. Thus, the Social 
Security % system has significantly affected retirement age by 
providing an economic base for i^etirement and establishing 
retirement as an appropriate / ?md expected occurrence in old 
age. 

The sharo increase in private pension plans in the 19J{C!Js 
occurred primarily to encourage and speed up retirement by 
executives. However, partially aided by unions 1 collectfve 
bargaining agreements, tnis pension ooverag'e gradually spread 
to the general mass of employees. It became general practice 
to structure private pensions' as supplementary to OASI and 
OASI's minimum age for receipt of retirement benefits became^ 
the^actuarlal basis o.f the private plans. It ^s now ge,nerall,y 
Agreed that the age 65 limit was an arbitrary choice and .that 
once it was selected, the effect of collective bargaining on 
the presence of mandatory retirement^provisions in pension 
plans has followed no obvious trend.* A Department of Labor 
study in 1957-58 found that one-half of the 100 collective 
bargaining agreements on pension plans included compulsory 
retirement provision^.' However, other studies found no 
significant ef/ect of unionization on the presence of mandatcicy 
retirement provisions in pension plans. 

Historically, union attitudes toward mandatory retirement have 
been ambivalent, an ambivalence ref lec tive .of union attitudes 
toward older memebers generally. McCOnnell and Corson (1956) 
argued that, while seniority systems usually protected the 
status of the older worker already on the job, up to thattime 
there had been, little union-based protection from age 
discrimination in hiring' practices for an older worker outside 
of thaj. job. "7 - * 

The overall histo>y of union attitudes toward mandatory 
retirement emphasizes their sensitivity to unemployment. Prior 
to the* 1930*3, unions were strongly opposed to compulsory 
retirement and fought to keep such provisions out of 
contracts. During the depressed economic conditions of the 
01930*3, uni-on policy softened considerably to at least 
tolerate, if not advocate, mandatory retirement prouisfons. 
Subsequently, in the lajte 19^0's .and early 1950* s, union t 
opposition stiffened once again under more favorable economic 
circumstances. Unions,at times even tried to extend the 
working years of older members, either by increasing mandatory 
retirements ages or attempting to abolish them altogether. 

While unions rarely supported mandatory retirement actively, 
tacit acceptance seems to have played some role in.ifs 
continuance, ^especially when mandatory retirement was part of a 
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pennon plan. As fcas already been noted J mandatory retirement- 
rules have been closely linked tor pension systems. Unlohf 
opposition to compulsory retirement may be primarily relat e ^ 
not to compulsion per se but to a reluctance ta leave older 
workers without adequate Incomes.* As retirement Incomes have 
risen, automatic retirement schemes have also gained in union 
acceptance. » > 

Rationales explaining the existence of mandatory retirement 
rules historically came from b&th employees .and employers. 
Employees reasoned tha-t (1) such rules did increase job or 
promotional opportuniUfi* for younger workers; (2) the 
retirement process y^j made Easier by having compulsory rules., 
for it encouraged specific plans and preparation by workers for 
the financial and psychological transitions of retirement; 
(3) the rule made It possible to retire in dignity without the 
stigma of having been found unproductive since a worker did not 
have to be judged by a performance evaluation (4) Mnce 6*Nad 
become socially acceptable as J the "natural" boundary between 
work and retirement, ami there were the strong economic 
Incentives of Social Security and employer pension plans, these 
contributed to an expectation and acceptance of 'compulsory 
retirement. 

* 

Employers 1 rationales for the existence of mandatory retirement 
have focussed I5n the following issues: 




a belief that productlvltylftiecllne was comensurate 
with increasing age; f> • • * 

wage Inflexibility created primarily by unions In 
collective bargaining (work -rules, seniority systems, 
etc.) required thelpresence of* mandatory retirement. 



j:ules; 



\ 



Measuring productivity of Individual workers would b 
too costly - i.e., generalizing about decreased 
productivity with age Is less expensive than 
Individual measurement; 
♦ _ 

the increase in the bureaucratization of large 
companies .necessitates the need for simple, uniform 
rules governing-retirement; 

mandatory retirement is administratively easier tlMn 
individual evaluations, and lessens conflicts whlA ' 
may result in appeals, etc. It provides a practill 
administrative procedure' that is oblective, lmpersbna 
and impartial, thus avoiding charges of - _ 
discrimination, favoritism or bias; 



312 



&• promotional opportunlties « employers want to~ promote 
j younger workers , outdare prevented from doing so 
because of seniority practices. /) 

2. Recent Economic Explanations of Mandatory R etirement 

" - . » 

There is another^ point of view, which explains mandatory 
retirement as a necessary aspect of a long-term relationship, 
between employees and their employer; such rules may ensure the 
efficient working of the labor market and, from a lifetime 
^viewpoint, both workers and employers may be better off because 
of such rules. 9 0 

The basic notion is that workers give up free choice with 
respect to retireme/it age in carder to enjoy some benefit prior 
to forced retirement age that would otherwise not be 
forthcoming. Central to arguments in the literature is the 
idea that workers freely choose to take (and stay-in) jobs that 
are subject to mandatory retirement. That is, mandatory 
retirement is a natural consequence of free market contracts 
mutually beneficial to both Employers and employees, , j 

There are two- aspects -» f^ a j o b wh i Qh-aak-e-^a^ong^erm-corvt^ac-t- 



advantageous toN^oth emj^oyees and employers: the existence 6f 
search costs on pie part of both parties °t 0 match workers with 
job3j_and a need ^o fin ance investment in huma n capital. 
Employees are wTlJWnT^o^ enter a long-term contract, even if it 
contains manaatory retirement^provisions, because there are 
search and set-up costs in beginning a* new Job and it is 
optimal to 'spread these co~ts over as long a job tenure as 
possible* , ' 

Employers prefer long-term contracts for much t)ie same 
reasons. Search and hiring costs are .signif iarant, sq employers 
want to ensure a steady work force. Investment in specific- 
human capita J paid for the employer requireSv^tnlTt workers 
remain on the job for longer periods 0 f tim/ than would be the 
case if no investment were made in their training. In 
addition, long-term contracts in which part of the reward for 
working is withheld gives the ^employer some leverage in 
ensuring satisfactory work by employees. 

Theories which stress long-term contracts are .less successful, 
in explaining the nearly universal use of 65 as the termination 
age in such contracts. It may be that firms and workers prefer 
to minimize the difference betwe'en mandatory retirement and 
voluntary retirement and that costs are associafcec\with a large 
variety of mandatory retirement ages. Thus, employers tend to 
choose the' age commonly associated with social security and 
private pension acceptance. M»re importantly, since such 
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pensions often lose part of their Value, if postponed past this, 
age, this effectively reduces the market wage rate and would 
-encourage reduced work regardless of mandatory retirement 
policy/. Nevertheless, it weakens the importance, of the . , 

long-term contrast theories when potential gains from 
establishing optimal retirement ages for individuals or firms 
are p esumably too small to overcome the disincentives injtbe 
Social Security, system for work at older ages. 

3' Mandatory Retirement Rules and Non-lleutral Pension Plans 

Mandatory retirement rules are only one method of ensuring that 
a worker leaves a job at a given age. The lifting 6Y such 
rules, while ensuring the worker's right to continue! at the 
same job at older ages, will^not ensure that he/she Will 
actually do so because-, in addition to forced retirement rules, 
non-neutral pension plans have been widely used to induce lob 
exit. ° 

Pension plans can and do exert economic pressure .on individuals 
to leave a job or even leave the labor force. Of course, the 
very existence of a pension which can be taken at a given age 
will provide workers with the option of leaving their job and 
accepting benefits at that age. Few would object tojthis ' 
impact of pension plans on work. In fact, it is this aspect of 
pensions and of Social Security - r ensuring a margin of income 
replacement for those who retire— which has long won support. 
Thus, generous pension plans will eliminate to some degree the 
"need" for manda ory retirement rules. But pension plans have 
been designed to induce retirement with even greater 
certainty. If those who continue working were rewarded with 
increased yearly benefits which fully compensated them for not 

- immediately taking a pension, only individual tastes and 
preferences would enter into such a choice. This type *of 
pension jsystemt- would be neutral with respect to the timing of 
benefits. It would entourage or discourage the acceptance of 
these benefits and subsequent job separation at any particular 
age only to the extent that any kind of asset affects such a 
decision. Jl pension system ife not neutral when the lifeti me 
value of benefits changes with the timing of benefit 

*3^ccepta~c]r It is this aspect of pensions which gi/eatly 
facilitates their use as alternative mechanisms for enforcing 
long-term contracts. ^ '/ 

Most pensions decrease in lifetime value when .postponed and* 
therefore put economic pressure on workers to quit; their joos 
and accept a pension. Employers can affect the age of 
retirement by tilting pension benefits to ensure that the 
optimal time for acceptance of benefits occurs at the age they 
desire employees to separate from the firm. 
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It is likely that non-rl§utral pension plans have at least .as 
much to do with inducing retirement as mandatory retirement 
rules. Rather tnan forcing retirement at a glv-en age, however, 
► non-neutral pension plans' achieve their purpose by effectively 
reducing the net wage rate of older workers who continue on a 
job. 

Incidence of Mandatory Retirement Rules Prior to the 1978 
ADEA Amendmen ts 

v 

Prior to 1978, mandatory retirement rules in industry varied in 
their incidence across industries. (Table 1) Although 44 
percent of workers aged 58 to 61' in 1969 were in jobs with 
mandatory retirement rules, most were concentrated in 
communications, petroleum refineries, federal goverment, 
instruments , and transportation , where four workers in five 
were subject to mandatory retirement rules. The lowest 
incidence of workers in industries with .mandatory retirement 
rules were in service industries, sales and appparel where one * 
worker in five was 'subject to such rules. Industries with the 
highest incidence of mandatory retirement rules had the highest 
degree of private, pension coverage and. coverage by Social 
Security. Mandatory retirement rules and pension plans were 
more likely to be in higner wage industries with white collar " 
workers. In addition those industries in which physical demand 
requirements are important tended not to have mandatory * . 1 
retirement rules. 

Irf summary, the proportion of workers age 58-61 subject to 
mandatory , retirement was only 44 percent in 1969 f but this 
figure varied widely by industry*. Sal£s and services 
industries apflied manda ory retirement to about one in five of 
these workers, but this incidence rate ranged up to about 80 
percent in other industries such as transportation and 
communications. The degree to which jobs in an industry were 
subject to mandatory retirement was alosely related to the 
extent of pension coverage and wage revels. The greater the 
wage rates and the greater the degree of pension' coverage in an 
industry, the more likely that industry's firms used mandatory 
retirement. Similar* relationships were found when jobs were 
^categcriaediby occupation. White collar workers were more 
often sub j Jet to mandatory retirement than blue collar workers, 
but highly skilled blue collar workers were more subject to 
mandatory retirement than low-skilled white collar workers. 
Mandatory retirement was more prevalent in occu^JMons that are 
not physically demanding than in those with rigffous physical 
requirements. 
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From an analysis of industrial characteristics associated with 
mandatory retirement rules and pension plans, through looking 
"at the industry rage rates, productivity trends, total number 
of workers, and the extent^ to which workers perform whole 
activities on their jobs, the following pattern appears which 
gives relative support to the long-term contract theory of 
mandatory retirement: 

1. Pension plans and mandatory retirement rules were 
likely to occur if the productivfty of the industry is 
high. ' 

2. High wage workers are most likely to face job 
constraints in old age*. 

3. Jobs with physical requirements are more likely to 
have pension coverage, but less likely to have 
mandatory retirement rules. 

4. Although the degree of unionization was highly related 
,ta pension coverage, it was not a factor in the 
Incidence of mandatory retirement, * 
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Table X. Pension Provisions Across Industr ies^f or All Workers 
Aged 58 through 61 and Employed in 1^69 



* Industries 
(Based on 
first 2 
digits 

of SIC Code) 
CI) 



Percent of Workers Aged 58-61 

Subject to Eligible for Covered by 

Mandatory A Pension Social 

Retirement At Any Age Security 

At Any Age (Percentage) (Percentage) 

(Percentage) 

(2) (3) (4) 



Mining 


25 




75 


96 4 




Oil and Gas 


?1 




47 


100 


• 


Construction 


22 




54 


94 




Foods * 


58 




7* 


100 




Textiles " \ 


' "31~ 




53 


• 

100 




Apparel 


12 




-45-- 


98 




Paper ^ 


57~ 




86 


100 




Publishing 


32 




69 


95 




Chemicals 


74 * 




' 85 


100 ' 




Petroleum 

t 


90 




97 


100 


* V 



Rubber 



70 



70 



100 



Leather * 26 43 . 100 



J • 
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1 — continued 





■x — ■ ■ 

Percent of? Workers Aged' 58-61 




Industries 


'Subject to 


Eligible for s 


Covered by v 


(Based on* 


Mandatory 


A Pension 


Social • 


first 2 digits 


Retirement 


At Any Age 


Security 


of SIC Code) 


At Any Age 


(Percentage) 


(Percentage) 




(Percentage) , 






(1) 


(2) 


, (3) 


(U) I 



Lumbe'r 



32 



40 



96 



Furniture 



28. / 



. 94 



Stone, Clay, Gla-ss 



69 



83 



100 



Primary Metals 
* . 



S3 



94 r 



99 



Fabricated Metals 



46 



77 




Machinery 



50 



76 



Electrical 
Machinery 



76 



Trans f g6rtation 
Instruments 



80 



£0 



97 



82 



91 



100 



* Miscellaneous " 



33 



48 



100 



• Railroads 



50 



96 



11 



Lochl Trans., Bus 



56 



07 



92' 
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Table 1— continued 





Percent of Workc 


irs Aged 58-61 


» 

* 


Industries 
(Based on 
first ? rilcit* 
of SIC Code) 


Subject to * 
Mandatory 
Retirement 
At Any Age 
(Percentage) 


Eligible, for 
A Pension 
At Any Age 
(Percentage) 

(3) 


Covered by 
Social 
Security 
(Percentage) 

W 


Motor Freight 


32 


~83 


95 


Water and Air and 

Piof»lin#» Trans 

4 a x a uc i 4 alio t 


V 1*8 


* 

92 


100 


Communication 


92 


96 


100 


Utyilities 


70 


91 w 


89 


Wholesale Sales 


13 


50 




Retail Sales 


18 


31 


95 1 


Finance 


55 


80 


96 


Insurance 


HI 


56 

?o 


Oil ( 


V, 

Business Services 


.29 


57 


— 


Rep'air Services 




35 ' 


100 


Personal Service^ 


U 


15 


78 


Medical Services 


2H 


*3 


82 




j 
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'Table 1— continued 

\ 




* % 


Percent of Workers Aged 58-61 




' Industries 
(Based on 
first 2 digits 
of SIC Code) 


Subject to Eligible for 
Mandatory A Pension' 
Retirement At Any Age 
At Any Age (Percentage) 

^(Percentage) 

W - (2) (3) 


Covered by 
Social 
Security 
(Percentage) 

W 


Hospital ^ 


U6 68 


88 

« 


Education , 


75 83 


82* 


Welfare, Religious 


13 " 50 ' 


77 


Other Services 


12 \ ^ 50 


88 


Federal Govt. 


86 ' 95 
\ 


no 


State Govt. 


* 77 87 


80 


Local Govt. 


" 59 * 85r^ 


1 

86 


Average 




89 . 



Source: Social Security Administration Retirement History Survey 
(1969-1975) 

a * * 

except oil 

and gas , 

b 

less than 20 
observations ** fc 

c 

except electrical 

% 
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The Conse quences of Mandatory Retirement on Old er Worker Labor 
Force Participation 

This section presents an analysis of the labor market effects 
on older workers of raising the mandatory retirement age 
\ I IT t ype * of , anal ysis are reported: (a) an examination 

\ of the effects of raising the mandatory-retirement ag'e, 
availability erf pension benefits and other variables on the 
retirement decisions of workers who were subject to the former 
mandatory retirement age of 65; and (b) a review of estimates 
of overall' labor-supply effects of raising the mandatory 
retirement age based on the above analysis and other "maior 
estimates. * r J 

a. Effects of mandatory retirement rules on older worker 
labor supply 

I Estimates of retirement behavior were derived from data *n 
I the Social Security Administration Retirement History 
*? r y 6 ?' a 10 - vear logitudinal study by the Social Security 
Administration of a national sample of older workers 
approaching retirement age. A major research effort was * 
undertaken to develop from survey responses, reliable ' 
estimates of social security and pension benefit amounts 
•and, the wealth such benefits represent and to combine these 
(rata with information on mandatory retirement 1 *^ ects in 
order to pretlict retirement behavipr. 



The basic approach was to estimate, over two-year 
intervals, the probabilities* tftat employe^ workers would 
remain in the same job, move to a new job or«leave the 
workforce altogether. Separate estimates were made by sex 
by employed vs. self-employed status (for men only), and by 
age group (58-61 62-64, 65-67). Regression analysis was 
applied to a'seriAS of variables for those respondents who 
were not subject to mandatory retirement during the 
two-year intervals. By then applying the resulting 
predictive equations to respondents who were subject to 
mandatory retirement, and by'comparing predicted with 
actual labor force transitions fqr these people, upper 
limits were derived for the marginal impact mandatory 
retirement alone may have had on these transitions. J 

The explanatory variables used in the job transition" 
equations include the following: * 

Indices of eligibility for a full pension or a reduced 
pension during the transition periods; 

- ' Wealth measures for lifetime pension an'd Social 
Security rights; 
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Estimates of the net costs in terms of foregone — 
benefits of a one-year- delay a in acceptance of a' 

pension and of Social Security; % ^ 

> ■ 

Indices for the presence ^f a mandatory- retirement 
constraint occuring after the two-year transition 
interval? 

- Marital status; 

Indices for health limitations and evidenceNOf 
. ; deteriorating health; and v - 

Market wage' rates* 

°» Major Conclusions of Labor Supply 'Research 

Our study has found that the prior existence 4 of age-65 
mandatory retirement rules had a significant impact on the* 
-likelihood that .workers reaching that age would withdraw from 
the labor force* For example, men aged 62-64 .who were wage or 
salary workers in 1973 had their probability of continuing to 
work at any job over a two-year period diminished b?*«about 28 
percentage points due to facing an age-65 mandatory retirement 
rule. A less significant but discernible effect was found on 
the. /employment behavior of younger workers* Women age 58-61, 
for.vinstance, were estimated to have a decline in their 
probability of -continued work of about 8 percentage points 
assoc-iated with *the prospects of the future imposition 'of * 
mandatory retirement by their employers* 

Had the ly76\ ADEA Amendments become effective during the period 
analyzed in this study (1973-1975), the result of raising the 
mandatory retirement "age from 65 to 70 would have been that at 
most 200,000 older workers* would ^ave , been working, in 1975 
instead of* retired* Such a result is,* of xsourse, of ^great - 
significance to* individual workers approaching age 65 who want 
to continue working. and are unlikely io have much opportunity 
at that age to move to other jobs. Tfris increase is less 
important" in that it represents a measurable increment to the 
total number of such workers; for example, this maximum figure 
(200,000) implies a 3-percent increase* for men aged 64-66 in 
1975. However, viewed in the context of the national economy , 
this change in labor supply would be a miniscule increase- in » 
the total workforce (less than two-tenths of one percent). 

This study also estimates the relative importance* of Social 
Security and pension benefit entitlements to the retirement 
decision, both in terms of the current* yeai; tradeoff (loss of a 
year's wages vs. loss of retirement benefits) and the wealth' 
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effect (the present asset value of a lifetime of fvture 
benefits). The current trade-off of benefits vs.Vages was 
founa to be especially important, reflecting the faW that " - 
Social Security, and the bulk of pejisi*a plans are designed to 
encourage retirement. m ^ B 

Several 0 *her significant factors in the retirement decision 
were also identified ~ health status and wage rates proving to 
oe especially important determinants of individuals' behavior. 

*• 

Since mandatory retirement provisions are closely tied to 
private pensions, this research indicates that the incentives 
inherent in pension plans are important determinants of 
behavior (people do respond to these incentives) and .therefore 
that the eventual impact of changes in mandatory retirement 
legislation depends critically .on how pension characteristics 
change, ir_ employe rs_ cattnot dismiss employees at age 65 on the 
basis of age but are permitted to structure fringe benefits to 
make it very expensive for workers to continue working beyona a 
particular point, changes in mandatory retirement rules will 
have only a modest aggregate impact. 0 n the other hand, if 
employers were to remove these financial, discentives to* work, 
the impact of the ADEA Amendments will be more pronounce'd. 

' Selected Analytical Results 



The most important of our results apply to persons aged 62-64. 
This -&ge group is the one most likely to encounter a mandatory 
retirement constraint during the two-year retirement transition 
period, since most of them reach age 65 by thfe period's end. * 
For men not self-employed, the impact of mandatory retirement 
was estimated to have reduced the probability of staying on the 
same job by as much as 30 percentage points, from A\ to .11 
.(Thte probability was .51 for those not subject to mandatory 
retirement.) Labor force withdrawal, rather than job changes, 
on?°o? ?n ^ r the preponderance of job transitions (more than A 
out of 10 of the job leavers in the mandatory retirement group/ 
about 8 out of 10 of the other job leavers).. Persons facing 
mandatory retirement after the two-year trAjt ion perio d were 
IZFtufi t Rightly more likely to leave Cf jobs than those 
not subject. to mandatory retirement at all<P r ^ 

For men aged 62-64 job leaving was found to be more likely the 
greater the net annual-cost of delaying pensiqn acceptance. 
The corresponding measure for delay of Social Security benefits 
also proved to be significant in explaining work behavior. The 
wealth measures for future pension and Social Security benefits 
were positively related to the likelihood of job leaving, 4ut 
the relationshps were weaker than for the cost of pension 
delay. The likelihood of staying in the same job increased, 
Xhe higher the wage rate and the better the health status of 
the worker. 
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For non-married women aged 62-64, mandatory retirement could 
n^i»Mi?? v mU S h ? 3 .? 3 \ P ercenta 6e point decline in the 
probability of staying in the same job, from .fa to .09. (The 
probability 'was .60 forewomen not subject to mandatory 
retirement.) Women appeared to be more sensitive than men to 
losses in pension benefits incurred by continued work, -and more 
1 f^i y b ? react t0 the * Penalties- by leaving their jobs and 
withdrawing from the labor force. J -w" 

An important by-product of our researches the' detailed da\ 
that were developed on pension benefits.\ The next section 1 
presents information on: (1)- the combined incidence of • 8 
mandatory retirement and pension coverage^ by industry; (2) the 

d [III £2 °i P6n L i0n benefits b * benefit amount; and (3) the 
distribution of pension wealth. i 

d - Penslortypi an^-and Their Relationship U Mandatory 
Retirement Rules r i 

? f the la !? or foroe effeots of mandatory retirement 
attempted to separate out the effeots of pension plans on 
retirement behavior since employees afce of ten\ faced with botK 
types of incentives. From an econofcfc viewpoint, the presence 
.of mandatory retirement alters the Kential stream of future - 
learnings by compelling an older worker ,to retire at a certain 
age or to seek another job,, perhaps at a-- lower We. Employer 
J!^!"' 1- ^cial Security also introduce economic retirement 
incentives. First, pension eligibility brings with it a 
Possible source of n^n_u= i„„ „ .., . . 



pcuoiwu ejLiBioiAioy prings with it a 

- possible source of non-wage income, thereby reducing the 

rTarKe° n umber t O f C0nti r T^" 8- Se °° nd ' SOoial ^ity and 
a large number Q f pension plans are designed suchi that 

postponement of benefit acceptance (i.e., delay of retirement 

SnSriS" ° ; e i igible Wil1 reSult 111 a Permanent loss of 
benefl-ts that is greater than any increase in future benefits 
that may result from the additional perioo spent working? 
although .income from work would of course continue. To 
understand\ the importance o.f mandatory retirement rules , 
required^ assessment of the impact these other lrfofentfves 
have on retirement behavior. V 

n^o!n° ry < . r?ti [ ement constituted a constraint on the Jobs 0 f H3 
fip P aS , °LV 0rk f r 5 aged 5 mk and 31 Percent of those aged 
62-64 in .this study. Thef^a. indicated a high degree If 
pension eligibility for those aged 62-64 subject tjo mandatory 
reticent. "Of those, aged 62-64 subject to mandatory n ° aCory . 
I?,^*K? n ent ' a11 but 10 P ercent would eventually be pension 

J"?* whereas 59 Percent of those not subject were not 
}o pensions. This reflects the close relationship- 
identified -earlier -between mandatory retirement provirffoWand 
private pension coverage. / 
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Mandatory retirement rules curtail an individual workers 
-♦ability to choose when to leave a job. The lifting of such 
rules, while broadening Workers 1 rights, will not ensure that 
they actually stay in the\ir jobs . The timing of retirement 
from a particular^job or from all market work will vary across 
individuals due to different tastes and attitudes about work as 
well as differing health conditions and family 
responsibilities. Economi<Lyar iables which make the choices 
between continued work or retirement more or less appealing 
are, of course, important factors in the retirement process. 

Pensiop plans can and do exert economic pressure on individuals 
to leave -jobs or $ven leave the labor for,ce. The very 
existence of a pension which can be taken at a give age will, 
of course, provide a worker with the options of leaving a job 
and accepting benefits at that age. If those who continued 
working were rewarded with increased yearly pension, benefiuts 
which fully compensated them Tot not immediately taking 

k pensions, only individual tastes, and preferences would enter 
into the retirement age choice. This type of pension system 
would be neutral with respect to the timing of Benefits. It 
would neither encourage nor discourage the acceptance of t^hese 
benefits at any .partricular age ahy more than any asset affects 
such a decision, fiowever, as already mentioned a pension 

'system is not neutral when~the varue,of benefits changes with 
the timing of benefit acceptance. \Most pension plans require a 
worker to leave the job in order td collect benefits, and the 
lifetime expected value of total benefits usually falls when" 
postponed .past some age. Even for those not facing mandatory 
retirement, such pension plans encoiirage retirement by a 
certain age. Social Security puts no' restrictions on work at a 
given job but decreases the benefitsW t|iose whose earnings 
exceed an exempt amount. Moreover, the present value of the 
lifetime streaa of Social Security benefits also falls if 
acceptance is postponed past a given Age for most workers. For 
this reason, Social Security ^also encourages less work effort 
than would be the case in the absence pf such work 
disincentives. 

Mandatory retirement rules obviously afreet job separation 
directly by requiring workers to leave their jobs at a specific 
age. But such rules may also have an effect on job separation 
prior to the actual age at which they apbly by distorting the 
expected future stream of earnings that ajight otherwise be 
available. This possibility of lower futture earnings adds to 
jTne^early retirement incentives established tfy many pension 
plans and Social Security. 
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e * The Incidence .of Ma ndatory Retirement Rules *a nd ^taelr 
Relationship to Labor Supply ~Z — : 

Table 2 shows the incidence of'mandator* retirement ru^s/ 
across older workers by age, sex and time period for which 
« n ?2!? ry H retirement was a PPlicable. For those aged 58 to 61 
in 1909, less than one percent actually faced mandatory ■ 
retirement on their current jobs by 1971. Over 40 percent, 
however were in/ jobs in which there was some mandatory 
retirement rule in effect. Men were much more likely to be in 
Jobs with mandatory- retirement rules than women. However, for 
over one-half of the men and two-thirds, of the women in this 
sample, mandatory retirement wou).d never- be a constraint on 
their current jobs. 

* 

This finding is similar to that found by Halpern (1978) using— 
data from the National Longitudinal Survey (1970) and by Clark. 
Barker, and Cantrell (19Y9) using a simple of workers a* all 
ages from the RHS (1971). (See Table 3.) However; no direct 
comparison can be made between these incidence^tables and the 
aata in this report since somewhat different age groups have 
ft 2n U f l n § en ?? al » U can ^-assumed that approximately 
7„l!!L/? °C a11 workers ^ced a mandatory retirement age 

(uwlly 65) prior to the ADEA Amendments of 1978. 

Fop^^^ged 58"to 61, the imposition of mandatory retirement 
over the next two years was not an immediate problem. But that 
was not the case for the second cohort of workers investigated, 
-those -aged-62 to - 6*-in-W3 T By 1974, 14 percent of \hese 
workers would reach a mandatory retirement age on thefr jobs'. 
Another 20 percent would be subject to such a rule at later 
ages. The -final cohort of workers consists of those 
respondents aged 65 to 67 in 1973 who were %till employed. For 
these workers, mandatory * re tTFSment was less likely; only 5 
peroent would reach mandatory retirement on their jobs in the 
next two years and 10 percent at a later time. The most likely 
reason for mandatory retirement not being a significant future 
constraint for this age group of workers was that tj*y were the 
employed remainder of an age oohort that had already faced 
mandatory retirement rults at' younger ages. 

Table 4 shows the labor supply behavior two years later for 
these three age-cohorts of workers. The major changes in the 
labo^-supply^occurred, not surprisingly, among thdse workers • 
who fac*d mandatory retirement in their jobs during the •? 
two-year transition period. For example, in the sample of * 
workers aged 62 to n 64, over half were working, two years later. 
In the subsample facing immediate mandatory re tirement, only 17 
percent remained in the labor foroe. For those aged 65 to 67, * 
the analogous figures are^2 and 26 percent. Such findings 
leave little doubt that there is a strong correlation between a 
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Table 2 y Scope of -Mandatory Retirement Provisions For Respondents Employed 
In Initial Period 



Subject to Mandatory Retirement Rules 



Initial ^ During the two- 
Age * yea/ period d 


*~ Uter Never l ot *\ 4 

Population 


• indi- row per- 
vlduala centane 


indi- row per- j indi- row per- 6 
vlduals centage 7r>vl duals centate' ' 


58-61* 

Total 15 (*) 
Male 14 (*) 
Feaale 1 (*) ^ 


1,460 43 ) 
1.202 46 
258 34 


L,906 56 j 3.381 
1.410 54 ; 2.626 
496 66 755 


62-64 b 

Total 1 217 14 
Hale ; 173 IS 
Female j 44 13 

*, \ 


317 20 
264 22 
53 15 

« 


i 

1.007 66 

754 63 l 
253 72 


i 

1.541 
1.191 
350 


65-67 
Total 
Mala 
Female 


38> ^ 5 
* 29 5 
9 4 


76 10 
56 10 
20 9 


652 85 
465 ' 85 
' 187 87 


766 * 

550 

216 



'Source: Retirement History "Survey (1969 through 1975) 
Leas than one percent. 
^Respondents employed and aged 58 through 61 In 1969.. 
^Respondents employed and aged 62 through 64 in 1973. 
c Res pen dents employed and 'aged 65 through 67 In 1973. 



1969-71 for those age 58-61; 1973-75 for the other age groups. 
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Table 3 . Prtviou* Scudlta of cha Incidtnc* of Mandatory feclrtatn 
Provision* 



Scudy 


Mandatory Rtclrtnanc 


Y«* Ho 


Halt Vtga Earntrs 

(1971} 


48.7 50 


Clark 

All Vag« £amtrs~ 

(1971) 

Mala V*g« Earntrs 

(1971) 


'36.9 62.0 
*0.6 58.7 

m 



Sourct: Clark, Barkar, CaatrtU (1979) 
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Table 4. Ubor Forc« Participation Rata* at tha End of tha Transition 
Pariod by Initial Aga and Mandatory Ratlraaant Provlalon 
.(Ubor -forca participation if 100 parcant in initial pariod) 
Labor Porca Participation Ratal (parcant) 





Initial 
A<a 


During the Two 
Yaar Pariod 


Latar 


i Total 
Htvtr j Population 


* 


58-61 ' 
Total 
Mala 
Feaala 


a \ 

a 

a 


85.3 
85.7 
83.3 


. 89.0 
89.4 
89.5 


87.4 
„ 87.6 
87.4 




62-64 
Total 
Mala 
Faaala 


16.8 
18.2 


55*5 ; 

54.9 
38.5^ 


59.8 
58.1 
64.8 


0 

52.9 
51.4 
58.0 




65-67 
Total 
Mala 
Fafeala 


26.3$ 
24.? 


48.7 
55.4 
30. 0 b 


65.2 

64.1- 

67.9 


61.6 
61.1 
63.0 















Sourca: fcatireaant History Surv«y (1969 through 1975). 
*lu«d on favar than 20 observations. ^ 
- b gasad on 20 to 50 observations.. 
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mandatory retirement age and a ^decline in work*, ' - 

o , H. 
Those subject to, mandatory, retirement but not duping the . *, 
transition period had work behavior similar to those, not, > J . f 
subject to mandatory retirement at/ all* 

*J ft 

f . The Interaction of the Labor Supply. Impacts of Mandatory 
Retirement and Pension Provisions " ■ 

t£t is apparent that the incidence of mandatory retirement rules 
during the transition period was most important for"* workers , 
initially aged 62 thr6ugh 6H: The fact that only if' percent of f 
such workers remained in the work force suggests that mandatory 
retirement rules are important. But as Table 5 indicates., such , K 
rules were only on/ aspect of the retirement system which had a 
major impact during this transition period* <V 

As can be seen from' Table 5, of the 217 respondents aged 
62 to 6H fn 1 73 who would be^ subject to a mandatory retirements 
rule by 1975* nearly three oat of four were also eligible to? 
oollect a pension during thos.e two years,, and most. were* ' 
eligible 9 for full benefits. Only 9 percent would never o£r£ 
. eligible for any pension benefits. Of those subject to V . 
mandatory reti^gment at a later age, nine in ten were*also „ 
eligible for pension benefits*, either during the ^transition 
period (55 percent) or later. Of all the worker^ ^subjecji to 
mandatory retirement joules efther during the transition or at a 
later time, only, 10 percent were not eligible for pension 
benefits . 7 " 7 \ >. ~ 

— ■ 1 — ■ ■ " ; — 77^' - ' 



These pension eligibility rates are in sharp contrast "to those 
for workers not subject to. mandatory retirement rules.,. While 
iiO percent of the latter ;|ft9jUP were eligible' tp Receive private 
pensions, 60 percent haajtf^pr^*te^pension >cov&rage . ^Jherej <f 
was clearly a strong cog«l%tlon between man^^tory retirement 
rules and pension planaj&^r&t "bnly with respect to coverage but 
with respect to the agayat which they both beeome effectlveT 
The vast majority of flj&rkers, both male andffiemaje, who were * 



subject to a mandator j 



of Sffirkers, both male and ffimale. who v 
torffiretirement affe were a&30 Ny ellglble 
ne££fcs at that ageT Althought^the chanc 



to 



receive pension benjgjjfts at that age. AlthoughtZthe chance of 
facing a mandatory fflfcirement age without beingreligible for 
pension benefits wa^Jiigher for women, ?it .jias rft&ll less than 
20 percent.- &y , f ? \ 

While it is true mitt more'^workers \$ar& .elljjiole to receive 
pension benefits without being subject-to . mandatory retirement 
rules than vice versa, nevertheless, o^tne^S? workers 
eligible to receive full pension beneM'taj jOVer 1 the two-year , 
period, over MO percent wer^atsd, suWBpc$ to mandatory 
retirement provision during'^that tifif^'arvd 25 percent more 

.1.1 l 7 
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.T*bi* J-UUonsWp Sacvaan Mandatory ftatlraaant Provisions and Ellalbllicy 









Ellilbla To Celiac t Patialon lanafle* !! * 


Subj.aU To 
Mandatory 
ftatlrtoanc 
Rulaat 


Durlnx th« Two Yajr P*rlarf 


■ 


ftaducad 
Sana flea 


Full 

! lanaflcs ! U " c 


Kavar 


Torsi 
{Popvi- 


ladl* row par- 
k vidua la cantata 


! ladl- rev par- 
vidua la can tax t 


Indl - rov par— 
viduala sancaca 


ladl- rov par* 


Our lag Xaxt 
TWo Tun 

Total 

Kaia 
. Fasala 


18 6 

13 9 
f\ * 


144 66 
117 66 
27 61 


33 16 
30 . 17 
3 11 


20 * 9 | 217 
11 6 173 
9 21 i 44 

M 


Latar 
Total 
1 Halt 
("*»ala 


82 26 
6? a 25 

is ' a 


91 * 29 
76 29 
13 «* 


108 J4 
92 33 
16 30 


36 U 4 317 
29 11 • 264 
7 13 |! 53 


Kavar 
Total 
Mala 
r«sml« 


* 62 *6 | 
3d 8 1 
3 1 


124 12 
107 14 
17 7 


s223 22 
190 25 
35 . 14 


596 59 
398 S3 
198 78 


U)07 
754 
253 


Total 

Population 
Total 
Mala 
raaula 


162 11 

1*1 12 J 

a 6 j 


339 23 
300 23 
59 17 


-1 

j 
1 

368 24 1 
312 26 
56 16 j 


:l 

652 42 J144I 
438 37- jjl.191 
218 62 ! 350 



Soarca: ftactrasktac History Survay (1969 through 1975) 
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faced such a rule ^ater. Thus, the impact of either retirement 
rules or pensions should not be considered without explicitly 1 
taking into account the Importance of the other. • 



The impact of both of these potential inducements to separate 
from .a job or lgave the labor force can be seen quite clearly 
in Table 6. Two out of every thre^e workers remained* in the * • 
labor force over the transition period if they were neither 
eligible to collect pension benefits nor subject to a mandatory 
retirement provision on their current jobs. This result is in 
sharp contrast with the or\e worker in ten who remained in the 
labor force among those both eligible to collect a full pension 

♦ benefit and subject to a mandatory retirement age during the 
transition period. The combined Impact of pensions and 
mandatory retirement almost completely! grove workers out of the 
labor force . Taken individually, both factors are also ' 
important. For instance, of those who reached mandatory ^ 
"retirement age but were never eligible to receive a pension, 
tfabor force participation is only 55 percent. With respect to 
the impact of pensions alone, those never subject to mandator/ 
retirement but who were able to collect reduced pension 
benefits had a labor force participation rale of only *J5 
percent. (For those* who could collect full benefits, this rate 
fell to 30 percent.) In the absence of mandatory ~ retirement 

and eligibility to collect a pension, only three workers in ten 
left the labor force over the transition period. 

Another insight from Ta,ble 6 is that pension plans may have 
pre-empted the impact of mandatory rules for workers. The 
highest, labor force participation rate (73 percent) was^ 

* registered for those subject to mandatory retirement later but 
- not yet eligible to colleQt a pension. The rate was only 33 

percent for those eventually subject to mandatory retirement . 
but currently eligible for full pension benefits. 

f 

Most pension plans require a, worker to leave the job in order 
to'eollect benefits. If the wealth value of the pension does* 
not change when it is postponed (i.e., if future benefits are 
adjusted to. leave -the worker neutral with respect to age of ^ 
pension acceptance), then only the normal pension wealth or 
pension income effect woudl increase the likelihood of job 
sep&rat'ion. In other words, if workers who choose not to take , 
benef itjs ia the period are /ully compensated by larger future 
_-£e_arly benef i*t&, then the present discounted value of the 
pension remains the same* (Such pensions are referred to as 
age.-neutral. ) a pension is considered age-netftral over a- given 
period if the difference (DELTA) between its wealth value at 
the beginning of the period and the end of the period is zero. 
A positive DELTA value indicates that pension wealth falls when 
acceptance Is postponed. 
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Table 6. tote* Participation fecaa at cha End of cha Tranaidon Ptricd 

For Uployad ftaapondaoea Aftd 62 eo 64 by Mandacory Raclraawnc 
Prgvla iona and P«rwion Arr*nja»anta (labor forct partlcipatloa i» 
100 parent in cha lalclal ptrlod) 





, LiaOI Com Participation Rata i (parccno 

Eliilbla co Colltcc Frivact Fasaion Banafica 


1 " 


Sub J tec co 


• During cha Two-Yaar 4 Pariod 




1 




Kandacory 
Kadrtatac 
lulaa 


Raductd 
' lanaf ica 


Full 
^ Btnafit* 




J * 

Kavar 


! Tocal 

j Population 


Durinj Max: 
• Two Yaara 
Total 
Halt 
Ftaala 


i 
! 

a 

a 


9.7 

1 8 ' 5 b 
! 14.4 b 


31.4 b 
33. 3 b 
a 


• 

55.0" 
a 
a 


1 17.1 
16.8. 
18. 2 b 


Lacar 
. Tocal 
MaTa 
Ftaala 


51.2 

1 


33.0 
34.2 

" 


73.1 
71.7 
a 


69.4* 
65.5 b 
a 


55.5 
54.9 
58.5 


Mavar 
Tocal 
Mala 
Faaaia 


45.2 • 
44.1 
• 


29.8 
.29.0 
a 


62.7 
64.2. 
54.? 


' 66.4 
65.1 
69.2 


1 
1 

59.8 
1 58.1 
| 64-8 


Total f 
Population 
Tocal St- . 


43.5 


22.5 


62.8 


66.3 


| 


Ftaala 


47.? 


22.3 
23.7 


63.5 
58.9 


65.3 
68.2 





Sourcat tttlrtatac tiacory Survey (1969 through 1975) 
' Saaad oa ftvar cban 20 obaarvaclona. 
b la*ad oa 20 co 50' obaarraclooa. 
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« n3 ™ er aoase in which a worker is eligible to receive a - 
$5,000 pension benefit this year but stays on the Job. if this 
iSTnnn P ^ ir ? 3 * e ar and still only gets benefits of 

nl'tn ^=v 6 ft " P ens i on wealth (DELTA) is the $5,000 given 
iTi l • y f? J ° b ' H .° WeVer ' lf that worke r could receive 
7 , ' < ?? n ? 1 *£"A«2 a y ♦ 5 ' ii0U ' upon retirement next year, part of 
^ $ nr*.S 00 k ° SS wou l d , be * ad e U P» and DELTA would be 
h«nff^ 3 Jfi k °\ The crucia * f a °tor is the extent that future 
benefits Will be increased at later ages for those not 
accepting benefits in the current period. 

n^nlJ 0 ",^" 1 3 po f itive DELTA (change in wealth value) is not 
neutral with respect to the age of its acceptance. Pension • 
provisions of this type most certainly will have a significant 

eXfro": tne lUlr* ° f St™ 1 ? acce P tance . Job separftlo^and 
exit from the labor market. An understanding of the impact of 
such pension provisions leads to the conclusion that 
non-neutral pension plans may be a real alternative to 
ar^specifirage 6 " 6 *" inducin8 workers to leave a Job 

»nrt 1 nJ.r? r0V J deS da t?- on ">e magnitude- of these pension asset 
and DELTA values. The table shows that those subject to 
mandatory retirement during the transition but also eligible 

0r , a , pensi0 V 75 Percent-of all such workers) face an 
additional inducement to leave the labor force in the form of a 

P h^on e K A * The mea ^ 1033 in Pension wealth to remain on 
the Job another year is $2,782. That is, pension wealth on 
average falls by $2,782 per year if they do not take thier 
pensions during the year and, of course, leave their. Jobs. 
Which one of these inducements (mandatory retirement or a 
rll " e « in Pe?si°n wealth) is mo>e important cannot be seen 
from this table. These data suggest that mandatory retirement 
and non-neutral pension plans are partial substitutes for one 
another. * * • 

For this age group, the average l>cial Security DELTA is about 
the same size as that of a pension. For the mean respondent, ' 
the benefits lost, hqwever, are a much smaller (5 iercent) 
percentage of this type of wealth since social security wealth 
is^over twice that of pension wealth. A major reason for the " 
l^|e wealth value of Social Security is the inflation 
protection it provides. For average wage earners ($4.82 per 

?n?i r \l~<l, I f am ?^ e ? f w ?f kers eligible for both a pension and 
full Social Security benefits over the transition period, 
pe nM o p wealth, equalled slightly more than two years^ salary- 



and Social Security wealth amounted to more than five years of 
fulltime wages.. The pension and social security DELTA values . 
for that same average workers each equalled about 30 percent of 
full-time mean wage earnings. Pension and Social Security 
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Part VI 



/"Table ?. Relationship Betveetx Pension Btntfits and Mandatory Retirement Proviaions 

r or Th oee UltlMr for - a^ Pctis-top-Pur log the Tvo-Y«ar Period . Respondent* - - 

Initially Aged 63 to 64 i„ 1973 





Subjecc co 


Mean of 


Mean 


Mean of Mean * 


Mean 


Total 




Mandatory R*tirt««nc 


Chsnge In 


Pension 


, Changt In OASI . 


Hourly 


Popif- 




During th« Ntxt 


Pension Health 


Wealth* 


OASI Wealth Wealth 6 


Wagt 


latlon 


* 


Tvo Years 


If Poatponed 


(r- .1) 


If Poacponed (r - .05) 


Race 






Ont Year (DELTA) 




One Year (DELTAS 








Yea 




$19,647 


$2,943 $51,945 


$4.82 


162 




No 


$3,006 


$21,670 


, $2,453 $46,244 


$4.77 


" 202 



Source: Retlrenenc History Survey (1969 through 1975) 



t 



*The discount rate (r) used c^ value futurt penalon beneflcs is 10 
pcrcenc. See Appendix B for a. discussion of che algorithms used in tht 
estlHate. 

Tht discount race (r) used to value fucurt OASI beneflcs Is 5 
percent. See Appendix* 8* 
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workers and h^ 0 r„ POr ^ 0n ° f the asset h^din^g of older 
»»i„» li. b0th the size of this "ealth aSd^hanges in its • 
value when acceptance is postponed are substantial. 

g * T -fe * Relationship Between w aff e Barirf^a »nn Pen3 i 0n Benefits 

lorced to leave their Jobs because of fmanaatory retirement 
siSry 8 efsrn?n« at / elati ^ Ship betMeen -Potential' wage and 

?~;£2'«; JJuriss'js'fiSM'Assa 

ben^?,° n %e erS ° n in three was ' eligible, to receive nenMon 



Table 9, using the same age cohort, shows the relation-^ „ 

94 Perc'ent y of°, r h i^ ediate benefitS was univ^S": Over 

nil 

(srsr-B srhenr f iL o ^re%se ooe rar^s^6^^ e s^ c ^t et L een 

to a„ acturarial adjustment. Because workers who rlmlin on » 

^ncrease i ?urther 00n ^ ib n te int °" the Sy ' Sten > ^i^ma? ° B 3 - 
^nr ea K. e *. her * If ^ m arginal return to additional 

'further? "£* M.lk'hK"'' 1 "H™ ret " rn > ^LTA°? 3 reduced 
to rpe^cenrSer^ear^feShir^ i?^"^??^ 1 ad J ustn ent falls 
in'icfl? V Thf^/* T:? his faotor will* change to 3 percent 
sL tv M ° e ' although 0 the we.al.th,va\ue of Social 

(DFL?{/?« I r P? -? r f om **lodividuays between ages- 62 and 65 
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^able 8, Relationship Between Potential Wage Carninga and Change* in Pension Wealth (Hale Workers, 
Aged 62 to 64 in J973) |P 



Potential 
Wsge and 
Sslsry 
Earninga 


Ever Eligible 
To Collect 
Pension 
Benefite 


Eligible to 
Receive Penelon 
Benefits During 
the Next Two 


Keen One-Year Loaa 
in Pension Wealth 
for Thoae Eligible 
to Collect Peneion 


Yearly 


Loaa 


* * 
in Pension Wealth If Poatponed 

(twrcantese) 


(dollere) 


(percentage) 


Yeara 

(percentage) 


Benaflte in Next 
Two Yeere (DELTA) 

(dollars) 


50 
to 
1000 


$1001 ^*$2001 
j to to 
2000 3000 


$3001 
to 
4000 


$4001 
to 
5000 


$5001 
and 
over 


0 to 5.000 


*b 
22 » 6 


c «b 


2,170** 


a 


* 


* 


* 


* 


a 


5,000 to 
10,000 




\ 

31.7 


2,196 

1 


24 

i— 


33 


22 


b 

10 


_a 
5 


.s 
6 


10,000 to 
15,000 


•» 
78>4 


55*1 


3,654 


i<a 






nb 
17 


8 


t 

,nb 
20 


15,000 to 
20,000 


79 * J 




o,a// 


-. 


a 


— *C=J 

/ a 

r 


a 


_ a ^ 


1 

66* 


20,000 and 
ovar 


a 


e 


\ 

\ 

s 


a 


— 7 

a 


a 


e 


a 


♦ 


Total 

Population 


63.0 


37.1 


3,033 


19 


h 


21 


11 


6 b 


15 



/ ; 




Sourcet Retirement 'nlel&ry Survey (1969 through 1975) 
Vewar than 10 obaarvationa 
*10 to 20 obaarvationa 
b 20 to $0 obaarvationa 
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Xe 9. RslacionshiP Bttytta PoceacUl Vag* Earnings and Chant.. tn^Social 
Sacurley Vaalch (MaU Vorkar*. a«ad 62 co 64 in 1973) € ^ S ° Ci * 1 



Pocandal 
Waga and 
Salary 
Earnings 

(dollars) 


Ellglbls Co 
Collacc Social 
Sacurley Banaflcs 
; During Htxc Two 

i Taars 

j 

• (osrcincass) 


Hsan Ona Yaar Lost 

In Social Sacurley 
Vaalch for Thosa 
Eligible co Collacc 
During Naxc Two 
Taars (DELTA) 

(dollar*) 


Tocal 

PoouIa tlon 

(col una 
psreencasa) 


0 c* 
5,000 


| 96.8" 


< 

l,397 b 


2.6 


5,000 co „ 
10,000 


1 

95.5 


1,901' 


70,9 • 


10,000 co 
15,000 


90.2 


2.325 * 


20.4 


15,000 co 
20,000 


89.7 . 


— ~* 1,932 


4.8 


20,000 
and ovar 


100.0* 


— J 


1.3* 


Tocal f 
.Po^ulaclon 


94.2 _ 


1,975_ _ 


100.0 ^ 



Source: Radraaanc Hiscory Survay (1969 chrough 1975) 



*Baaad on ftvtr than 20 obaarvaciona. 
Bassd on 20 Co 5TObaarvaciona. 

L 
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Labor Supply Impact of Pension Systems 

The 1978 Amendments to the Age Discrimination in Employment Act 
abolished the right of a firm to impose mandatory retirement on 
its employees solely on the basis of age prior to age 70. 
Thus, for workers once forced to leave a job at age 65, this 
change in the law provides the option of continued work in that 

job. But as has been showrrr mandatory ^retir ement xules are 

strongly correlated with pension plans. The terms of these 
plans can have an important impact on the decision of workers 
either to leave a job or to exit from the labor force 
completely. Because mandStory retirement is only one part of a 
broader pension system, it is a constraint to employment only 
to the degree that workers would have continued at that job in 
its absence. Therefore, a more comprehensive model of work 
behavior is necessary to isolate the marginal impact of changes 
in mandatory retirement rules. 

The ideal method of mesuring the impact of such change would 
be through a controlled social experiment in which a 
representative sample of workers would be divided randomly 
between a "treatment" group and a "control" group. Since no 
such data exists", the best alternative — the Social Security 
Administration Longitudinal Retirement History Survey (RHS) was 
irsed. A model was developed which predicts the probability of 
job separation and' movement out of the labor force for workers 
not subject to a mandatory retirement rule during the survey 
period. The estimates are then used to predict the labor 
supply behavior for workers who are subject to mandatory 
retirement during the same period. 

Mandatory retirement rules and pensions most directly affect 
job separation and only indirectly affect hours of work. £or 
this reason, this labor supply model concentrates on predicting 
discrete changes in a worker's behavior — i.e., the probaility 
that a worker will remain on the job, take a new Job, or leave 
the labor force in a give period. Such a model misses the 
indirect impact that pensions or mandatory retirement rules 
have on changes in actual hours worked, either on a current Job^ 
or in a new Job, but it does capture their major direct 
effects. While acceptance of pensions is 'almost .always 
contingent on job separation, this is not the case with Social 
Security oenefits. Yet for most workers wishing to reduce wage 
earnings in .an attempt to increase social security benefits," 
job separation is^the most likely route. 
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i. Data 

This research is based on the Retirement History S\irvey (RHS) 
a 10-year longitudinal study of the retirement process by the- 
Social Security Administration. The RHS began with a sample of L, 
IhZ 5 L m f n . and n°n-»arried women aged 58-63 in/1969, who were ™ 
then re-interviewed at 2-year intervals through 197*. At this 

4 ffih This ?r " g i ' vr av » n r hi ^ u»^-i^n^w^aiid 

1975). There is attrition at the time of each re-interview 
because respondents have died, been institutionalized,, 
disappeared or refused to respond. This, study is based on the 
8,682 respondents for whom Vata from the first U waves were 
obtained. 

The Social Security Administration has appended to the RHS the 
earnings records of all those covered by Social Security. 
These contain quarterly amounts of earnings in covered 
!n£^S e 2\ Up * t0 ^ e taxable maximum from 1951 through 1974 and ~ 

?H a iL?!^ 1? £ h V? a £ 3 pr f 0r t0 1951 - These data were used 
to calculate the Social Security benefits for which the 
respondents would be eligible under alternative assumptions. 

The variables analyzed fall into the following^categories: 

- labor force transtion variables (the 'dependent * 
\ variables! ; 

demographic variables; £ 
health variable** 

- financial or economic variables; 
manda*. ory retirement variables. 



J. Research Findings 

!• The Groups Subject to Analysis 

With four waves of RHS data, the labor market transitons of" 
?SS°?i r 5 S ?S?o e ^ s Wfthe studied over two two-year periods, 
JiUfc'JiJE* 197 ?- 75 : The methodology consisted'of two stages 
First those employed individuals who did not face a mandatory 
retirement constraint during the two-year transition period 
were isolated and the factors explaining their observed 
transitions (same job, new *jbb', no job) analyzed. These 

* e " ?-l? n " 3ed fc ° P r6dicfc transtions for those with 
mSmUtury reuiremeWon ^e7basTs~bf ~tfieYr other explanatory 
variables, and their predicted and observed behavior were 
compared. } 
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The age disaggregations isolated three different groups with 
regard to mandatory retirement. Those aged 58 to 61 are not 
yet eligible for Social Security retirement benefits and are 
very rarely subject to mandatory retirement. For this reason, 
there was little to be learned from this sub-sample about the 
impact of immediate mandatory retirement. However, the 
anticipatory influence of future constraints was of interest 
for this group. ^ 

• c * 

Those 65 to 67 are eligible for full social security benefits, 
and nearly §11* are beyond the former age of mandatory 
retirement. Those still employed after 65 are rare and 
unrepresentative. 

The remaining gr6up 9 those 62 to 64 during the, base year 
(1973), are the most important. Those workers, who were 
'64 to 66 by 1975, were nearly all eligible for social security 
benefits during this period. In addition, many were or ' t>eoane % 
eligible for reduced or .full pension benefits. They will 
experience a wide variety of DELTA values, since two thirds of 
this sub-sample become 65 » at which time the DELTA values 
increase dramatically. (The social security DELTAS increase 
because the actuarial adjustment drops from about 6 2/3 to 1 
i percent at age 65; tfye pension DELTAS increase because it was 
/ assumed that no actuarial adjustment was made once eligibility 
for full benefits is" reached.) In addition, this is the group 
» with the largest percentage of workers encountering a* mandatory 
retirement restriction. 

2. \ Summary of Results^ - 

The princ^palf findings of this analysis are summarized below. 

• The determinants of labor force transitions for persons not 
subject to mandatory retirement during the transition period 
differed by sex and by age. For men in the youngest cohort (58 
to 61 in the base year), health and retirement income 
eligibility were the most important factors . Both initial 
health limitations and a deterioration in health over the two 
years induced men out of the labor force, as did full pension 
eligibility or the, combination of Social Security and either a 

9 full or reduced pension. There was some evidence that marital 
status, Job characteristics and local employment conditions 
were also important. Being married Induced men to stay in the 
labor force, having a Job with jJnysical requirements induced 
them out, and the primary impact of a tight labor market was to 
permit more Job switching than otherwise. 
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For wom?n aged 58 to 61, the wage rate was significant ! those 
women with higher wages were more liUly to continue working; 
The variables describing pensi6n and Social 3 Security coverage, 
however, were generally not significant predictors. 
Deteriorating health, presence of a husband (though onrys3 
percent were married) , and working in a wage or salary Job were 
also important predictors of labor force withdrawals, as vlas 
^he^existence of a mandatory retirement constraint after the 
.tranfitiqn period. This group was the only one (out of 6)? for 
which a statistically significant anticipatory mandatory 
retirement effect was found. 

In c5 e analvsis of 'men and women aged 62 to 64 in 1973 and 64 
to 66 two years later—the groups of primary interest— the 
financial variables were- most important. The DELTA terms, 
descrifcipg the losses in Social Security and pension" benefits 
which would occur during an additional year of work, were 
highly significant. Men and women were less likely to continue 
work the larger the pension and Social Security benefits they 
would have to forego. It was interesting to note that these 
more sophisticated variables which reflected the size of the 
benefits were better predictors of behavior than simple dummy 
variables denoting pension and Social Security eligibility. 

In addition, the wage rate was important for men (the higher 
the wage, the more likely one is to continue to work) as were t 
a^44>a-t-and-se^employment status for women. Married women 
were more likely to retire, qnd self-employed HPjmen were less 
so. Health and changes in health remained important for both. 
There was*no strong evidence of an anticipatory mandatory 
retirement effect in either group; a significant relationship 
^between the size of Social Security and pension wealth and 
labor force withdrawal appeared only for women. 

The behavior of thet oldest cohorts— those 65 6o 67 and still 
employed in the base year— was the most difficult to predict. 
This difficulty was not surprising, since tfrese respondents had 
largely ignored any retirement incentives which existed at ages 
62 and 65. Only a few variables were significant predictors of 
retirement— the wage'&ate and full pension eligibility for 
men, and full pension eligibility and the pension DELTA for 
women. Health was generally insignificant as a predictor of 
work behavior for this age group. 

It is difficult to summarize the effects of all these variables 1 
on -all the groups. At the risk Of oversimplification, it could 
be concluded t£at nealth and retirement Income eligibility 
status are the most important predictors of retirement behavior 
for the youngest group, that the details of the financial 
incentives dominate for the "normal retirement" (62-65) group, 
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and that ttie behavior of the late retirees, with the exception 
of those waiting for full pension eligibility after 65, is the 
hardest to predict. 



The above results of the labor force transition equations are 
based on the behavior of respondents who were not subject to 
mandatory retirement during the transition period. The 
following discussion focusses on those aged 62 to 64 who were 
subject. Table 10 shows the actual transition behavior of the 
entire sample between 1$73 and 1975. Of those subject to 
mandatory retirement, 80 percent were out of the labor force by 
1975. Of those remaining, 11 percent were still on their 1973 
Job, and 9 percent had switched Jobs. This behavior contrasts 
strongly with that of workers who were not subject to mandatory 
retirement by 1975. Of these, only 38 percent moved out of the 
labor force, 53 percent stayed on the 1973 Job, anci 9 percent 
changed Jobs. The differences in these numbers represent a 
potentially large mandatory retirement effect. The percentage 
moving out of employment differed by 41 percent for men, 43, 
percent for women, N and 42 percent overall when those who were 
subject to mandatory retirement are compared with those who 
were not. However , 1 this comparison ignores important 
differences in other characteristics of these respondents. 

Table 11 presents predictions on how those subject to mandatory 
retirement would have behaved had this constraint not existed 
but all their other characteristics remained the same. These 
predictions were derived from the analysis described above by 
applying* results to the mandatory retirement populations. If 
the predictions which ignore mandatory retirement turn out to 
be quite close to aotual behavior, then there is little room 
for a mandatory retirement effect, since the actual differences 
A are being explained* by these other factors." The»larger the gap 
in predicted vs. actual behavior, the greater the unexplained 
differential ..and the larger the potential effect of mandatory 
1 ^retirement. 

^ A&is seen in Table 11, differences in other variables explain 
sofi£, v but certainly not all, of the differences between those 
who w *irer*e and were not subject to mandatory retirement." For 
men.^Jialf of those who were not subject remained on the same 
Jobs.~^rf)f those who were subject^ it was predicted that 40.7 
percent ;2would remain, but only ll,4 percent did. Taking 
another View of the same transition, only 39.9 percent of those 
not facing mandatory retirement left employment by 1975* It 
was predicted that 53.4 percept of those who did face it would 
leave, but 81.4 percent actually did. Of the' 41.5-point 
differential in actual behavior (81.4 1 14 points (^5.4 

-39.*4) or a third of the total differenceV are explained wRile 
28.0 points (81.4 - 53.4) are not. 
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Table 10* "Actual Tranaitiotv Behavior, 1973-75, Man (Not Self- 
ftiployed) and Voaen Aged 62-64 and Employed in 1973. 



Pi 
n 
rt 



Subject to Mandatory 
latlraMQt by 1975 

Htm 

.Women 

Total 



act to Mandatory 
Retirement by 1975 



Men 
Von 
Total 

Difference In Percent egee 



8AHKJ0B 

P 

.16 (11. AX) 
_3 ( 8.81) 
19 (10.91) 



581 (50.81) 
»32 <59«81)* 
.813 (53. IX) 



MEWJOtt " 
10 ( 7.11) 
15 ( -*v61) 

\ 

107 ( 9.3X) 
25 ( 6.4X) 
132 ( 8.6X) 



HQJOB 0 

114 (81.41) % 
26 (76.51) 
140 C80.41) 



456 (39.91) 
131 (33.il) 
587 (38.31) 



Men 
Wo e*n 
Total 



-39.41 -2.21 +41.51 

-51.01 +8.31 0 +42.jr_ 

-42.21 0.01 +42.11 



ERLC 



TOTAL 

140 
34 
174 



1144 
388 
15)2 



'During the aubaequent two yeare,tha worker has remained on hie/her aame job. 

b During the aubaequent two ye ere, the worfeer haa taken a new job. 

c Dur|ng the aubaequent two yeere,the worker haa completely moved out of employment. 
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Traneltton Pirceotigtt, Actual end Predicted, 
For Thoaa Uith end Without Mandatory ftatlreaent, 
Men and Vcmta Afed 62-64 In W). 
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The results for the! smaller sample of wonfen are similar. 

In summary, there are large differences in labor force behavior 
when those who were and were not subject to mandatory 
retirement are compared. For example, those who did faoe 
mandatory retirement *ere over twice as likely to leave the 
• Zlill f ° r0 « as those who were not forced to leave. About a 
third of this difference, however, can be attributed to other 
ractors, such as the different pension incentives- which 
applied. The remainder, about 28 percentage points for both 
men and women, cannot be so explained and might be attributed 
to mandatory retirement, r 

These effects, however, probably represent; upper bounds for the 
impact or mandatory retirement and quite .likely overstate its 
importance for twobasio reasons. First, the distribution of 
workers among Jobs with and without mandatory retirement is 
probably not random but rather is likely to^ be correlated with 
ynmeasured retirement age preferences. For individuals who 
prefer to remain working after age 65, a compulsory retirement 
rule is a serious drawback. It will either result in an 
involuntary retirement or 'a Job switch at an age where Job and 
career transitions are very difficult. SuSh individuals might 
tend to stay away from Jobs with this constraint, either by 
avoiding them completely or by moving out long before the 
compulsopy date arrives. Those who prefer to retire at or 
before $5, on the other hand, would not view compulsory 
retirement provisions as a drawback and should be 
disproportionately represented in such ^obLy 

The seoond basic reason why these estimates may be considered 
upper bounds concerns the nature of the sample studies. Since ' 
the methodology, concentrates on transitions over time, At 
starts witb-a sample of employed workers. Those respondents 
who were especially sensitive *to the Social Security and 
pension effects have been eliminated, since they have already 
withdrawn from the lajoor force by age 62, ' Compulsory 
retirement for these individuals is irrelevant. The remaining 
sample is more lijcely £han average to have ignored these * 
incentives and therefore is more^likely than average to 
encounter, and be influenced by, mandatory retirement, 

• i 
Little evidence was found of Job switching in response to 
current mandatory retirement. Neither was much evidence found 
or an anticipatory mandatory retirement effect among men and 
women aged 62 to 6k. It ttay.be that the frequency of this 
phenomonenjis small or that the response happens prior to age 
02 when Job and career transitions are easier. 
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6. Application of Results to Estimation of Labor Supply Effects 

In the analysis which follows, the effects of changing the 
mandatory retirement age on the labor force par tic ipa ton rates 
of the male aged 62-6H cohort over a two-yearltransition period 
are examined* Table 12 compares the actual labor force / 
participation of this cohort in 1975 with the/predicted lab6r 
force partioipation if the law had been changed during the 
transition period* 

Only 1H. 5 percent of the men in this age cohort who were 
working in £973 were subject to mandatory retirement during the - 
next two years. Using social secucifry* population data, this 
group was estimated to include 238.000 men* Of this group, 
only 17 percent (HO ,000) remained in the labor force in 1975. 
If the laber force withdrawal not explained by the predictive 
equations is the result of mandatory retirement, its removal 
would have increased the labor supply of those who farced 
mandatory retirement in the transition period by 28 percentage 
points. Thus, their labor force participation rate would rise 
to US' percent (107,000 workers). 

This change in the law would have resulted in an estimated 
additional 67,000 men remaining at work who otherwise would 
have exited from the labor force. This impact would not be the 
full initial effect of the law, however, since there might be 
some 7 anticipatory effect of future mandatory retirement. 

As can be seen from rdw 2 of Table 12, 22 percent of men 
working in 1973 faced mandatory retirement at some age after » 
the transition period. The behavioral analysis indicates that 
labor force participation of this group would increase by 2 
percentage points if the minimum mandatory retirem"er>t age were 
raised. Thus 7,000 additional workers aged M. to 66 would have 
continued in the labor force* 1^ 

The remaining 63 percent of men working i$ 1973 were never 
subject to mandatory retirement on their current jobs, and it 
was, a^s un«e4 that their labor, force participation would not have » 
been affected* It was further assumed chat the 735, 00p men not 
working in 1973 would not have been initially affected by the 
change inilaw. Therefore, the total initial effect of the 
change in/ law on men aged 62 to 64 in 1973 would have been to 
increas\jtheir labor supply, by 7^000 workers in 1975. 

Of ,the 1,641,000 men aged 62 to 6H and working in 1973, 843,000 
(51 percent) oontintted to work in 1975. If the mandatory 
retirement law had been changed in 1973* 'the estimated 
additional 7*4,000 workers would have raised the total working 
to 917fOOO men (8 percent)/; Overall, that. would have increased 
the 1975 labor force participation rate for men aged 64 to 66 
from 38 to kl percent. 
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Table 12. Initial Effect of Chant int. Hinlmum Mandatory Retirement Frost At* 45 to 70 on the 1975 Labor feupp-/ 
j of Hon A*id 62 to 64 In 197) (simulated for the transition period 1973 to 1973) 



object 

to 
rtdatory 
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1 


Out of 
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735 
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0 


f * 0.0 




Total ' 
pulatlon 




2,376 


37.7 


2,236" 


41.0 



a. Subjact to a mandatory retirement arc on current Job during tha 19 73-1975 transition period, f 

b. Subjact to a Mandatory rati reman t aRa on currant Job at some time but not durlnR tranaltion parlod. 

c. Not subject to mandatory retirement aRa on currant Job. 

^ d7 Working it i Job In 1973. * ~ ~~ — — 

o. Not worklnR at a Job In 1973. 

f. Baaed on data fro* Hits , aea Table 1. " ' ' 

R. 2.328 aillllon men agsd 62-64 were eligible to receive OASI benefit* in 1973 (USDHEU 1976, Table 51). 98 percent 

— uf th e totej Twte popqierlon wrtr to eligible (USDHRW 1976, Table 49 ^ -The labor forra patllcipaUOflL rate for 

-» aialae aged 60-64 In 1973 waa 69.1 <USBLS 1974). 
h. Baaod orfjjfeta from WIS, «ee Table 3. 

k. Columri'T'multlpllod by column 3. v 
m, Survivor rata beaed on life table for males (USDIIEU 1975). 
n. Baaed on regression results from Tsble 16. 

rnl.HM* 7 m*MIaHm( hv rnlnan 5. 
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This la. a auaaury table based on information fro* Tablea 17-22 
*Baaed on labor force participation data fn USBL3 (1975). 
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The same simulation was performed for women aged 62 to 6 4 in * 
1975. In this cotfort, 31,000 additional women would have 
continued in the labor force, increasing labor force 
participation rates in 1975 from 20 to 22 percent, * Of bourse, 
the RHS sample is not a representative jsample of all older 
working women. Because the initial RHS sample contained only 
single women, it £s likely that labor force participation rates 
in 1975 for those employed' in 1973 produce an overestimate of 
the population of working women, which *is another source of 
bias tending to overestimate the effect of changing the 
mandatory retirement age law. < ' 

■ * 
Overall, the estimated initial effect of increasing the«minimum 
mandatory retirement age from 65 to 70 for those aged 58 to 67 
in 1973 would have been an increase in the labor force 
participation of this group in* 1975 by ao*,000 men and 86,000 
women. That is, 200,000 workers would have continued in the 
labor force who otherwise would have left their jobs because of 
.mandatory retirement . (Table 13) The greatest effect would 
have been on men and women aged 62 to 6*1 in 1973. They would 
have increased the in labor force participation rates by 3,3 and 
1,2 percentage points, respectively, For the most part, these 
are workers who would have continued in jobs they would 
otherwise have been forced to leave. The second most important 
effect is on wo men aged 58 to 61 in 197 3* Their labor force 
"participation ,in 1975 would have increased by 1,1 percentage 
points (1|5>000 jobs). This increase would* have been due 
primarily to reducing the impact of anticipated mandatory 
retirement at a' future point. Only in this cohort was this 
anticipatory effect significant. 

These estimates should not cause great concern regarding the 
potential effect of increasing the mandatory retirement age on 
job displacement or career retardation of younger workers. 
The estimate of 200,000 additional workers due to the change in 
law would have resulted in increases of 0.16 percentage points 
in the male labor force ^participation rate and 0.11 percent in 
the female rate. Such changes would .be smaller in magnitude r 
than those caused by the seasonal movement of "students into and 
out of the labor force. They woul/i be totally swamped by 
.business cyple changes. ' v 

The ahange in the law should increase the labor force 
participation rates of older workers directly by allowing 
workers to remain on jobs they otherwise would have been forced 
to leave. In addition, the new law should increase labor 
supply indirectly by reducing the number of workers who leave 
in anticipation of a mandatory retirement age. The estimated 
initial effect is that at most 5 percent '1200 ,000 workers in 
1975) would continue working who otherwise would have left the 
labor force. It is expected that other factors, especially - 
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pension and Social Security systems, would be likely to 
continue inducing the majority of older workers to leave the 
labor force before the mandatory age., While the change in the 
law will certainly have some measura^e effect, and the effect 
will be quite significant for the lives of the particular 
individuals af fife ted, when considered in the context of the 
entire economy, the overall impact appears likely to be small, 
on the basis of this research. 

Other Estimates o<f the Responses of Older Workers to the Change 
in Mandatory Retirement Age v 

1. Economic Studies 

The Department of Labor Estimate ^ Some of the earliest and 
most frequently cited estimates of the number o^f older workers 
p roject ed to remain on their Jobs in response to the change in 
mandatory retirement age were made by the U. S. Department of.. 
Labor. Th.e Department estimated, that between 150,000 to 
200,000 workers aged 65 to 69 were nc£ in the 1976 labor force 
because of enforced mandatory retirement. The smaller estimate 
was based on Current Population Survey (CPS) data relating to 
persons who want jobs but are not in the labor force. The 
larger estimate was based on responses of mandatory retirees 
surveyed as part of the Social Security Administration's Survey 
of Newly Entitled Beneficiaries (SNEB) . Both estimates 1 
attempted to identify three groups of workers dissatisfied with 
mandatory retirement provisions: (1) workers out of the labor 
force who say they would worl? in the absence of mandatory 
retirement; (2) workers unemployed because of mandatory 
retirement provisions; and (3) workers working part time rather 
than £ull time because of mandatory retirement provisions. 
Once^these workers were identified, estimates were made of the " 
number that would continue to work if the mandatory retirement 
age were changed from 65 to 70* 

Halpern's Estimate . Halpern (19,78) suggests that the short- 
and long-run effects of raising the mandatory retirement age 
may be quite different. Her estimate of the short-run effect 
is based on data from the National Longitudinal (Parnes) Survey 
'and SNEB and assumes that the structure of the Social Security - 
program^ll not change. Using the 1971 interview from the 
Parnes Savvey, she estimates that about 8 percent of the sample 
(men aged H9 to 59 in 1966) would be forced to retire <e>w;lier 
than they desired under a mandatory retir^enfent age of o5? Data 
from the 1969 SNEB indicate that 9 percent of the sample were 
mandatorily retired and would have continued to work in the 
absence of a mandatory retirement age. Data from the 1968 
SNEB, originally analyzed by Schulz (1976) indicate that 5 
percent of the sample was retired unwillingly, was able to work 
and unable to find a new job. Taking these estimates together, 




w 

Halpern projects out six years beyond the change In mandatory 
retirement age and predicts, that the labor force may have an . 
additional 375,000 older workers as a result of the change? 
Since her estimate assumes that everyone who wants to work past 
the old mandatory retirement age. of 65 will continue to work 
until forced to retire at age 70, it is overstated. Taking the* 
^??!JJ mati ?? P roblem int0 account, Halpern suggests a more 
IE? k?i ° es 4 mate woul £ be around 200,000 additional workers, 
which is consistent witft the D0L estimate. . 

Halpern argues that the long-run effects are difficult to 
projeot since such projections require knowing a variety of 

£SnJ! V ? nt ! - T he S0Ci ? 1 Secur ^y system could be changed in 
response to tne increased size of the population aged 62 and 

^;^J nC fU i c eS i f ?^ early retire *ent could^e eliminated, in 
addition, the Social Security earnings test could be 
eliminated. Life expectancy will continue to rise and could 
influence the acceptability of individuals working into old 
age. The future may see an attitude change regarding "normal" 
retirement age. Given all these> uncertainties, Halpern is 
Hesitant to use her results to, forecast the direction of a 
future response, much less the size^ such a response. 

- Clark, Barker and' Cant rell's Estimate . Clark, Barker and 
Cantrell use three estimation procedures to predict the 

increase in labor force. participation due to the change in 
manda.dry retirement age. Results of all three"p*rocedures are 
approximately the same. The removal of mandatory retirement is 
projected to increase the labor force participation of the 
age-6JJ cohort by 5 to 6 percentage points. 

Clark et. al. also evaluate the differental impact of mandatory 
retirement on the labor force participation of minorities and 
women. Using data from the Social Security Retirement History 
Survey, they compare minority females with white females and 
minority males with white males. The implications of these 
reuists are that, as a group, minorities' tend to have lower 
wages and therefore a greater tendency to work until forced to 
retire by mandatory Retirement regulations. Clark et. al. 
suggest that the change in mandatory .retirement'age will have a 
greater impact on covered workers with lower wages who want to 
worfr tb accumulate sufficient wealth ^to enable them to retire. 

Werthelme r ^anfl ZedlewskPs Estimate . In a study for the 
Admin istratioh on Aging and further refined under this study, 
Wertheifrer anti Zedlewski analyzed the impact of mandatory 
retirement on the labor market behavior of men and single women 
in the 1969-1975 waves of the Social Security Administration 
Retirement History Survey. 
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Wertheinier and Zedlewski partitioned the RHS sample by age 
(less than 62, 62-64, 65 • and greater than 65) so that the 
behavio* <?f groups reaching the traditional retirement age 
boundaries was examined separately* Labor force behavior of 
subgroups reaching these ages was observed over 
two-(1969|1971), four-(1969-1973) f and six-(1969-1975) year 
intervals! Differences *n labor force behavior (participation, 
hours, Jop change, and earnings) oX those subject to mandatory 
retirement and those nQt subject to mandatory retirement were 
examined ising linear regression analysis. A number of 
explanatory factors affecting retirement behavior were examined 
including I pension coverage on current Job, age, sex, health, 
wages, and sector of employment, as well as interactions among 
these variables. 

This study also found that mandatory retirement had significant 
negative Effects on the labor supply of oJ.der workers, even 
when controlling for other strong retirement incentives. The 
most significant impact of mandatory retirement was on the 

probability of participating in the labor force. For 

* 65-year-olds, the average reduction estimated for the three 

observation periods was 20 percentage points. For 
. 66-69-year-olds, the average reduction found was smaller (13 
percentage points for the 66-67-year-olds .and 11 percentage 
points for the 68-69-year-olds). This study also, found that 
mandatory retirement at age 65 had a negative effect on the * 
labor supply of 62-64-year-olds. This anticipatory effect 
reduced their participation rate by about 9 percentage points* 



The authors also found that, for those who continue to work, 
the impact of mandatory retirement may still manifest itself 
through a Job change or a reduction in hours worked. The 
authors concluded that most workers waited until mandatory 
retirement became effective before finding new Jobs^ 
Significant effects of mandatory retirement on a reduction in 
hours orked were found only for 66-67-year-olds. The average 
reduction in hours was around 700 hours per year. 

These restults were used to make a projection of the impact of 
raising the mandatory retirement age to 70. It was estimated 
that in 1985 there will be approximately 250,000 more workers 
aged 62-69 as a result of the change in the. law. This 
represents an 8-percent increase in the number of workers aged 
65-69 and about a 3-percent increase in the number of workers 
aged 62-o4. The authors also point out that while these 
increases are significant "for the older population, they result 
in very small cnanges in the labor force as a whole. 
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Thus, t-he results of this study are generally in agreement with 
those presented earlier, fchey cannot be compared directly, 
however/ because of •differences in the projection period (1985 
vers/is X915), differences in tine .total cohort 'projected («aaes 
62-69 versus ages 60*69), and the exclusion in'the study of 
those subject to mandatory retirement at ages other than '65. t~ 
(Note* An- additional long-run! analysis of labor 'force 
participation betweetf-1980 and 2000 has recently been completed 
by Hendricks - Urban Institute. This analysis indicates 
similar results to other estimates and is reported in a 
separate part of the" interim report.) 

* * 

Because the estimates reported earlier were leased upon a model 
which incorporates the effeots of pension Wealth and the 
pension-wage trade-off on labor supply (rather than just a 
dichotomous representation of the existence of pension 
-coverage), one should have more confidence in them. As noted 
earlier, mandatory* retirement and pension provisions are so 
highly correlated' that it is difficult to estimate their 
separate effects. Thus, \ refined representation of the 
pension effect is crucial for isolating' the impact of mandatory 
retirement* , F 

The two types of studies combined presentVevidence that — 
mandator y retirement age policies have significant effects on 
the labo r force participation of the older population. T 

Discussion. Table 14 arrays these different estimates of * 
additional workers projected bo continue working/in response to 
the chan g e in m andatory" ret i rem ent age. Since 4 the study 
methodologies, data sources, and tide periods of analysis vary,' 
it is impossible to make direct comparisons among the s 
estimates. How&yer, the range of estimates is sufficiently 
small relative to considerations of overall labor force 
dynamics to permit the Use of these studies In defining the 
order-of-magnitude impact on older workers 1 labor supply that 
can. be expected as a consequence of the 1978 Amendments. 

cine Burkhauser-Quihn estimate is based on the most 
^comprehensive analysis since it takes into account in much -more 
detail than ny other study the role of lifetime retirement 
income .entitlements in the* decision to re*ire. The 
Burkhauser-Quinn measurement of the wealth value of private 
pension and Social Security entitlements is the most 
sophisticated attempt to date to estimate the retirement age 
impact of both wealth and changes in wealth related to 
retirement age. 




P<rt VI 



354 



Table 14 Estimates of Incrttttd Labor Force Participation of 
Older Workere Resulting Froa the Change 
* in Mandatory Retirement Age 



Source 
DoL* 



Date Baac 



1976 CPS and 
1965-70 SNEB 
Men and Uoaen 



Estlaete* Nufcber of 
Age of Length of Additional Workera 

Population Projection (at end t>f period) 



65 - 69 



5 ye are 



150,000-200,000 



Halpern 



Clsrfc'st. el. 

G 

Werthslssr/ 
Zedltviki d 

Burkhauaer/ 
Qufna* 

Heodricka f 



Psrnss Survey 
Staple* of Men 
SNEB (1967, 
te3-70) Staple 
of Men and 
Woven 

RHS White Malea 

RHS Men and 
Woaen 

RHS Men and 
Woaen 

1973 CPS - SER, 
Saatpla of Men 



65 - 69 



65 
62 - 69 

60 - 69 



6 years 
(to 1965) 



1 year 

5 yeara 

(to 1985) 

2 yeara 

(1973 to 
1975) 

20 yeara 

(1980 to 
2000) 



200,000-375,000 



15,340-17,000 sales 
248,000 

200,000 ' 

\ 

212,000 



£htiaats based htcC the 1976 CPS stale lebor force sged 65. 
Sources: 

s. Select Cooolttee on Agdng* U.S. Houee of Repreeentstlves, 
(1978:131-34). 

b. Halpern, (1978:23^25). 

c. Clsrk, at. eft,, (1979:64-92). 

d. Wertheleer and Zedlewakl, (1980:36-70). 
a. Burkheuser and Quinn, (1980^88-102) . 

. * f. Hendricks, (1981) 




7 



355 



Although these estimates of additional workers represent a 
substantial increase in the number* of older* workers in the 
labor force, they represent a very small portion of the entire 
labor force. In addition, these estimates are made using labor 
force participation rates derived from the behavior of older 
worker's in tbe late 1960*3 and early 1970 , s. These workers 
were making decisi ns in response to environmental constraints, 
both physical and social, which will be different for 
succeeding cohorts of older workers. Thus, for example, 
continued high rates of inflation eroding the financial 
's.ecurity of individuals may inf luence^Large numbers of older 
Workers teo continue working. On the oxher hand, if firms I 
^change incentives to favor early retirement even more than, 
-presently, the projected increase in the number of older 
workers in the labor force may never materialize or may be 
smaller than estimated. Due to these uncertainties and a 
variety of others, |he long-run impact of the law- is difficult 
to predict. t 

2. Inuustry Studies 

t number of recent stucfies have assessed the attitudes of the 
siness community and workers toward the change in mandatory 
retirement age. These studies are useful in that they .provide 
insights into the attitudes and behavior of those diretly 
affected by the change in mandatory retirement^age: employers 
and employees. The pertine'nt results of these^ studies^are 
summarized below. < 

Harris Survey . In 1978, Johnson and Higgins, Inc. commissioned 
Louis Harris and Associates to conduct a study of American 
attitudes toward pensions and retirement. The sample included 
1,330 full-time employees and 369 retired people as well as 212 
company respondents. The respondents for the companies were 
selected by the chief exeputive ojfficer of each company. 

The\Outlook of current older workers is affected by pension f 
coverage, with those covered having the most positive outlook 
toward Retirement. However, over 5Q percent of the workers 
expressedVa desire to continue to work instead of .rAtiringj^X9_^ 
percent wanted to work full-time; Z*\ percent, part-time; and 8 
percent wanted to retire from their primary job and change. jobs 
to work with a different employer. 

Of those orkers already retired, tjie major concern was 
inflation. Fifty-three percent df retirees wanted to work; 
about half of this group preferred full-time work. An earlier 
197** Harris survey found that ^erce>t of elderly retirees 
n J\a& not looked forward to stopping work-A" 
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Regarding mandatory retirement, respondents were asked whether 
they agreed with the statement*! "Nobody should be forced to 
retire because"" of age, J>f he wants to continue working and is 
still abl&no do A good job." Eighty-eight percent bf the 
current employees^greed with tnis statement, as did 67 percent 
of the business leaders. In a similar 1974 survey, 86 percent 
of the general public age 18 and over felt this way. 

Spencer Study. I n 1979, Charles D. Spencer and Associates, 

Inc., surveye|W%0. employers to estimate the impact of the 
change in~man"atory retirement age. The number of employees 
aged 65 or older working in the 100 sampled companies in 
December 1978* was 0.18 percent 'of total employment in these 
companies. As of June 1978 , six months after the change in 
mandatory retirement age became law, thQhumber of workers 65 
and older continued to constitute 0.18 percent of total 
employment. However, the distribution of tl\ese workers across 
companies differed for these two points in time. Some 
companies that enforced the previous mandatory retirement age 
of 65, had no' active workers aged 65 or older in 1976 s however, 
in 19L9 they did have workers in this age group. On the other 
hand, three companies that had no mandatory retirement age in 
1978 had fewer employees age 65 or older in 1979 than in 1978. 
Other {companies heported no change at all. 

When asked to estimate the near-term impact of the amendments, 
39 company respondents agreed that a few more employees will 
work lpnger and retire between ages 65 and 70; however, the 
majority of employers expected no significant change in 
retirement patterns. Twenty-two percent of the respondetns 
qualified their response by saying that continued inflation 
could change anticipated retirement trends. A number of 
respondents poinjted out that employees who retired prior to age 
65 generally have anticipated their retirement for several 
years and would rtot change plans in repsonse to a legal 
change. Since 59 companies indicated employees* retirement 
benefit *apcrua_ls will be frozen at age 65, there will be 
limited financial incentives to continue working for those with 
substantial pension entitlements. * 

i 

Hewltt'^rtuffy r Tn November 1979. Hewitt Associates surveyed 900 
members of The Compensation Exchange, a nationwide organization 
representing a cross-section of business and industry. 
Responses were received from 582 companies. The section of the 
survey dealing with benefit issues and the Age Discrimination 
in Employment? Act are discussed here. 

Of the 582 responding companies, 429 reported on the number of 
workers who continued to work past age 65* It was reported 
that, on average, 45 percent of the workers reaching age 65 
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°°2"™? a ff w K ?r k "' sinoe employers were not asked" how this 

• compared with the pre-1979 work behavior, a measure of the 

n^n^J 330 ^ , with the 1978 ADEA Amendments cannot be 

w , EB P}°y ers als0 were not asked how long past age 65 
those who' oontinued to.work did so. 

The survey asked companies with defined benefit pension Dlans 
whether they provided for some benefit increases P ?or employees 
£~ in8 age 65 * A ffla J°'* it y. 52 percent of the companies? 

were providing no benefit increases. J„ addition, k% percent 
of the companies reduced group life benefits at age 65. In 
terms of health benefits, no clear pattern had emirged! 

Copperman Study. Copperman, Montgomery and Keast (1979) 
conducted a study of the private business community in order to 
determine the preliminary impact of the ADEA amendments onT 
(1) continued employment of workers aged 55 and over- (2) the 
probable impact of the law in changing pension p?an 
requirements in private business firmsj (3) probable impact of 
££„J? ^"i 3 ^ 1 ?; W ° men and minorit ies 5 and <*) the probable 
nrfv»L r, infla " on on the retirement deoisioiW*^*>yees of 
private firms. Results of their study for issues l/2and 4 are 
presented here. (Findings related to youth, minorities and 

• women appear in Part II of this report.) ■"•">" ties and 

A random sample Of 5,000 firms were selected from the files of 
ESJSli f a Street and surveyed °y »ail. A second sample, 
weighted to represent large firms and firms in industrial 
classifications with a high incidence of mandatory retirement 
were interviewed by telephone. Of this sample, 1^36 firms 
oy S te°?ephone. the " ll ^ ' and 256 ^ «™ ^/suSeyed 

^i.rr? 8 th8t 1,3(1 a Bandator y retirement age prior to the , 
ItHn Plan ^° maintai n a mandatory retirement age limit 

at 70. Size of firm is a key variable in a number of 

uinrfn^n™ 3 !^ firmS wer ? more likel y t0 re P° rt that they 
n-nf*,™ 8 theiP P ersonnel Policies and more rigorously apply 
performance approaches than small firms. Ln general, larger 
•2?nE r " antic ^P ate a SreateV impact from the ADEA than do 
fvn-if nB t' * However ' th e majority of employers (58 percent) 
expect no changes in response td the Amendments. It is 
anticipated that any effect which does result will be dispersed 
throughout the economy. Firms with no prior mandatory P 

• r.1i^ emen ^ a8e envi3l0n ' less impact than do firms which had 
such-a Policy. According to 80 percent of the responsdents, 
continued inflation would lead to an extension of the workllfe 
oi oiaer workers* 

In summarizing these studies, it is appropriate to employ the 
terms "tentative and preliminary" since the data were collected 
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either immediately prior to or immediately after the time that 
the Amendments became law. Thus', results either reflect an 
anticipatory guess or a preliminary appraisal since it was too 
early for the pattern of work and employer responses to have 
materialized. In general, surveyed employers expect little 
change in the average vretirement age due to the change in 
mandatory retirement age. On the other ha$d, the surveys *eem 
to reveal a desire on the part of employees to continue working 

Thus far, most employers are not reporting any major shifts in 
early retirement patterns. While those having a former 
mandatory retirement age of 65 have raised this age to 70 
(majority of cases) or eliminated it entirely, they have not 
altered the normal eligibility age for receipt if pension 
benefits - usually 65. While some employees are remaining 
beyond age 65 under the new mandatory reitrement age policies, 
the vast majority continue to retire early. Np clear trend of 
later retirement is currently discernible. 

Although most employers anticipate little impact, they 
frequently qualify their response in light of future eyents. 
Inflation is frequently mentioned as a factor which could • 
seriously change ttte labor force participation of older 
workers. The industry responses appear to be in a state of 
flux at this time. One could speculate that a clear pattern of 
industry response will emerge only after the pattern of worker 
response becomes apparent. Since these are dynamic, 
interactive processes, it may be a long time before the 
situation "normalizes". At this preliminary stage in the 
evaluation of the Amendments, there has been time fbr only the 
direct and most immediate responses to take place. Secondary 
responses, such as the employers 1 reactions to older workers 1 
responses, have no\ yet materialized. « 
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